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ABSTRACT 

House Resolution 7U5 called for disapproval of 
proposed amendments to the family contribution schedule and 
regulations of the Higher Education Act of 1965. The amendments were 
concerned with the expected family contribution in the Basic 
Opportunity Grant Program. Testimony is presented from 
representatives of the Office of Education, student financial aid 
administrators. Educational Testing Service, university 
administrators, American Council on Education, and others. 
Difficulties are noted in measuring, on a systematic basis, a 
family's ability to pay for postsecondary education. Commentary is 
offered on the OE proposal to make adjustments in the asset reserves 
for families deriving their income from salaries and wages, and 
particularly for the recognition that the asse1:s of a farm or 
business family are different from those who do not depend upon their 
property for income generation. (LBH) 
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THTJKSDAY, OCTOBER 2, 1976 

House of Representatives, 
Subcommittee on Postseoondary Education 

of the Co3Imittee on Education and Labor, 

Washington^ D.G. 
The subcommittee met, pui*suant to notice, at 10 a.m. in room 2261, 
Raybum House Office Building, Kon. Ronald M. Mottl presiding. 
Members present: Representatives O'Hara, Simon, Mottl, and Quie. 
Staff present : Jim Harrison, staff director; Webster Buell, counsel ; 
Elnora Teets, clerk; Robert Andringa, minority staff director; and 
William Diofenderfer, minority staff attorney. 

Mr. Mottl [presiding]. The Subcommittee ou Higher Educatio?i 
will now come to order. 
We are meeting to discuss House Resolution 745 this morning. 
[The resolution follows :] 

[H. RES. 745. 94th Cong., Ist sess.] 
RESOLUTION 

Resolved, That the House of RepresentativeSf in the exercise of its authority 
under section 411(a) (3) (A) of the Higher Education Act of 1965 as amended, 
disapproves of the proposed amendments to the family contribution schedule and 
regulations submitted to the House on August 8, 1075. by the Commissioner of 
Education. 

Mr. Mottl. I see we have our distinguished coUea^e, our good 
friend, Dr. Phillips, Deputy Commissioner, Bureau of Postsecondary 
Education, Office of Education. It is good to have you with us. 

I think it would be helpful if tliis hearing record began with a 
memorandum which the chairman of the subcommittee sent to us all 
last month when the proposed 1976-77 Basic Educational Opportunity 
Grant family contribution schedule was first submitted to the Con- 
gress. That memorandum indicates the statutory and factual back- 
ground for these proceedings. 

[The memorandum referred to follows:] 

Congress of the United States, 

House of Repeesentatives, 
Committee on Education and Labor, 
Subcommittee on Postsecondart Education. 

Washitiffton, D.C., September 2, 1915. 
Dear Colleague: On Au^i^st 13th, the Department of Health, Education and 
Welfare sent up, for our information, a copy of the proposed family contribution 
schedule under the Basic Opportunity Grant program for the academic year 
197&-1977. A formal submission in the form of a letter to the Speaker and 
publication in the Federal Register should have ta ^en place by the time you 

(1) 
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nH'oive this Witvv. I am proiMisin^^ that tiu' SulK'tviniii:iiitUM» fditiliK-t hearings on 
the lU'W sclu'ilulo !K>;;liinin^' on Si'ptiMnbiT .'iOtli. 

The Jiiiiiual review of the 1U)G family eontnhulion schfihiBc has some resem* 
hliiiKv to a jinieecHiiiij: iiiuler Secli(Mi 4*Mn\) c»f rl6i» (tenrral I'Jdiu'nJiim Pn>visionK 
Act— and was, iadm}. tlie insi)irari(»n Jfor Section 4ai{<l). IWit. .here are si^^- 
nincnnt dlfTereuees in the two proeeilnres. Threi' UiHl si*hi'<Inle revii'Ws were 
lifhl Uy tlie SubcomiiiittiH' during' the IKird Consress. hut, for the heaeflt of those 
who were n(.'t meml)ers of this Siibeominitte<* i-ien. it iidiLcht I»e asefal f»ir me 
to 1 ml line tlie h/.w and iM'»)i'odure>: involved. 

i»iioci:m;iiK 

As yon know, a stuileiit's liasic (Jrant is calculated hy snl»straetin;; from 
§!,-l(M> a "reasotmhle fandly contnlMithm** as deternuiUMl l»y the ('omnnssi(mer 
(»f Kdtu'iition. The fornmla hy >vhich tho Com mis si oner cahiilati*s the n*nson- 
al)le fandly contrilndion must he suhmitted annnally to the Von^'vess no later 
than the tirst of the K(»hrnary precedin;; the acadendc year in whu*h it is to he 
applic'ahle. Eitlier Iloasc? has until May 1st to disappnivi' the proposi'd selnnl- 
Jde. If neither HcMise does si>. thi» soh(?dnle I>eeoiaes I'tTeetive at the heginnf>^^4 
of the foHowin;: acadende year. 

I'tdike the procwlnre nn(UT Section -JSl, we are nut linntt'd to deterndi:^!^ 
whether a HOCi sehednle is consistent with the law. A resolution of dUapproval 
may l)e vo:^'d hy eitlier Ihuise. f(»r wlnitever reasmi satisfies that House. And 
the resi*lution need not specify the rntionale for disnpi»roval. In the event a 
resohilion of disai^pnival were pas.sed (none ever has hivn), the law only re- 
rpiires that the t'^otu.missioner publish a new srheduli' no less than 15 dnys after 
such restdntion is approveil, "takini^ into con.^ideration sueli reernnmondatiou.s 
as nniy he njade ia coaaeiMioa with sn(*h resolution." 

In each jirevitnis revii*w, the ('ouiuiissi<»ner has snl>ndtted a schedide which 
most ^temhiTs of the ('<Mnnnttee have foiuid excessively stringent. The? Clmir- 
iiiaii has iatrtKlnciMl a pr(t forum resolution t-f disapproval, we have cfuiducted 
a day or two of hearing's, taken tt»stimony from ilie f*ounnissionor and from 
stuchmt financial aid (»xiM?rts. ueK^diated the major problems out iufonnally 
witli tlu.' f 'i>unnissi(uu'r. secured tlie subndssi(m of a somewhat nuu-i? satisfactory 
schedide. and unanin>ou;dy viitcd to tabli» the pro foruuj resolution. TTsuully. the 
Seuati' SubeoMnnittee lias <*omhn*ted more-(U'-less c<mcurreiil hearia,:;s. and with- 
out <*onsideriut; a [>ro ft»riiia resolution, has simply voted to iaforiu the Com- 
missioner that, jjiven certain chaiijjes. they would imt i^oiidnet farther disap- 
proval proceeding's, 

I have not Iteeii accu.sed in the past of heiii^; excessively kind to tlie Office 
of Edm*arion its ie;:ulJitiou-writiuj: lU'oeedure.s. However, in all fairness. 
I must say that Cmnmissiouer TUdl and his predeces.sor Commissioner Ottiiin 
have been very coojK'rative with the Sn her an mi t tee in each of the three pn?vimis 
1U;)G review proceed in;^^;. They have suhmitted what they evidently consider to 
l>e the most generous schedule they eoiilrl crune up witli. piven Admiiu.stratiou 
huclA'etary and policy restraints, and while they have l>een touffli negotiators, 
they have in each case, made some concessions roward the Sidicfmimiltce's views. 
lOaeh successive family contribution si^hedule has b(»eii sli^;Iitly better than the 
last, and each, when ' tinally promulgated, has Ijwn the joint product of the 
Office ^^t Education and the Congress. I see no reason why this history of co- 
operative endeiivor, in tlie interests of students, will not continue in this fourth 
review .session. 

SUMBT.\NCK 

Tins year's snbniis.sioii (copy attached), makes three basic changes for the 
schediile which is already in e'flVct for the I'omiug academic .vear. 'Hie ••family 
size otTset" is proposed to be iucrea.sed 107^ to take iuHati<m into nccmint. The 
Conimi.ssirmer's .statement of explanatirm .sa.vs that "this increase in living al- 
lowance is an estimate and will be changed in accordance with the actnal in- 
crease iu the Cousumer l»rice Index as published by the Bureau of Labor Statis- 
tics at the end of the year." 

Two further changes relate to the treatment r»f family ns.sets. in the meas- 
nreinent of what ti family can contribute. The schedule is amended to increa.se 
the general assets set-aside from .$10,000 to .$12,r>00. and where n stndeiifs 
family- has farm or business assets, the set-aside is increased to $25,000. The 
treatment of assets in the past has been a very sticky point. The law rea»ires 
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tliu ('oininissinntM- io iiiUv assets into :i<-counl in his <letenuiunli<Mi of ii faiiiH.V 
cnnrriluilion, altlu»ii«h it is sih'iit iis U) Iww lie ahnW vount tlu'in. 

Altiir)ui:li I clo iHit iKMsonnlly. jis yon Uiu>\v, tliinlc assi'ts .slioultl I)0 tnUeii into 
ai-('»iiinr. I ums\ a^rnu' wiHi tin* Couunissioner wluj hns iKJintcd ont tlmt tijojaw 
riMiiiirrs liini In lio so. However, in \n\s\ sessions, tlie Stthtnnninittee lias urged 
llie Ooinmlssionei- to t-onut. home, farm and Inisinesj: assets differently thau ho 
eonnts traly lit|uiil asseis. stu-h as sl(ji-I<s. ImmhIs. or savings. In the past, the 
Coiiiniissioiu'i- lias said that tUi're is iio satisfactory way of dlstin^niiihing nniong 
(litTereni ivinds nf ass»'ts. and we liave had to remain content with a gradual 
inLTeasi» in tin* total assi-ts si-i-asiiU'. Tliis time, tlie C'omniissionor has appar- 
..Miily 'h-vi'loiH'd a way lu- lUuls ai-(H'ptai>le, of distingnisldng between farm and 
l)nsiness assrts and others, and I eypeet tlie Snl»comnnttee will want to coii.sidcr 
nruiie^' hint to iliiniv a.)n.ut sojm» similar way of dving honjc assets a siniHar 
tn-annnnt. i\Ve jnay wan I to coiniiare tlu' lU:)i't schi'dnle with that proiK)Sed by 
the Ivei'pel 'I'aslv Kon e. 

riMI.NO 

Tlie la w reijinn-s I he srlii'duli' fur tlu' af-adeinic year 107(»-1077 to be sub- 
miiliMl MO later tlian I-'i'brnnry 1. in7<). and .i;ives I'ongrcss until ^May 1. 1976 to 
ae( on it. .\Itli«in.y;!i thi' .•ineMUits of tinu* involveil are perfectly nmnngeable, 
(OK has never been bite in a snlmiissioM. and tln' SnlKMinunittee lias tnkeai .sub- 
stantially bvv< Mmu- t«i entiiiib'ti- its a'-lion tlian tlie statute permits), all partie.s 
are aiixn'ed III at tlie dates tlien)si'lvi»s are totally nnrt':ilistii- in terms of program 
operations. So with tlo" whoh» lu-.-irted approval of the Subcommittee, the Com- 
missioner h.Ms snbniiittMl his sdiednle far in advanci* of the deadline set by hiw. 
ami has expressed the very n'asi)nab!i' liope that we can complete our Jiction 
brfort* .\'«)vond)er 1st of this year. 'If we ilo not. the mechanics of i>rinting the 
Hot; npidicatioiis ronJ<I luaUe it iTiip<»ssilib' for the program to get under way 
on time tor the r(»lii»\\ ini; neadeinie ye:ir. hast year the Subconiniittee '.vns able 
t«i <-ot.nhii t its lieai i!iu's. neu'otirite a betfer sebednh', and agree to t«ble its resolu- 
tion of di<;i j'pi'"val ^vithiIl lo <biys. I see no r*»asoii we cannot do so again this 
yi'a r. 

'i*lH» p»«ipo-;t*,| sclM'dttb- wus printed in the Kinlera! Register on August !14tli, 
an<l the :'»o driy jnM-hul for initilie roioniiMit will ti»rnunat(» on September 15. I 
bo|ii-\ o we >lHiijh[ do wliaf we liav<" cloue in the past, allow OR tiim^ to receive 
and djt^est jMji>lii- fonirttents. and iiiaUe any i-hanu'i's it deeides to iiiuko on the 
ba>If: of sneh niiiniu'jit bef«iri' we sj-liediilc inir iuvn lii»arings. Tlicn, we .should 
have a day or iwii of iieariir^s. wlnih I tbink we can tentatively schedule for 
Seiireniber :^(uh and <>etnber 1st. If we do that, and assuniiiig the same degree 
of eoo| Miration wr have ha<I from in tlii* past. I would anticipate the com- 
pletion of the re\'b'\v jjerioil snltst antially before the Xovember 1 date which 
lias HMiiU'sted. l-:ven if, which is nnlikely. tiiere has to be a resolution of 
'<lisapprovaI. wi» eoiibl Inivi* it on the lb»nr Ity uetttber 15tli. giving OE its full 
statntnry l."-<Iay period to resubmit a correeted seluHlnle — still j»rior to 
Xo\-t^rid»-r 1st. 

Very traly ynitrs. 

,T.\>rKS O. O'Haka, 

Chairman. 



[Kroni ihr> T-Vil»»nil U*'elst.»r. vol. 10. Nn. 1.*)S ■ TMars<l.'Jv. Awn. 14. lOTwJ 

IM:e.\i{r\fr..vT of IIkaliu. KniM-AxroN. A.\n Wklf.vrk 

(MItce of Kilueation 

l-b- rvn Part tO(>] 

H,\sn KwrrATiu.v oeeourrNrrY catA.NT I'hookam 

i:,rprrf<<l h'nnnlif fU,ntrihution for J91(}~1[K .Aatilcmir, Yea*' 

I'nrsiiant tn the authority i-outainod in subpart 1 of part A of Title TV of the 
Higher Kdneation .\i-t of 11)05 as amended (20 U.S.C. ]07t)n) notion is hereby 
given that the roimhissiouer of Kdnoatifai. with the approval of the Secretary of 
Health. Kdneation. and Welfare. nroposi'S t(j issue the following ninendnients 



7 



4 



to the regulations covering the basis for determining the exiHjeted family eon- 
trilmtion of both depeadeat and indoiwndent students for academic year lOiO-n. 

These amendments are being submitted for public comment and review by 
both Houses of Congress in advance of the February 1 deadline siwcifled in sec- 
tion 411(a) of the Higher Education Act of lOO.j as amended (20 U.S.C. 1070a) 
so that review of the ScUetlnles may be comi>leted earlier than May 1, which is 
the date listed in the statute. It is the opinion of the Commissioner that the 
May 1 deadline for Congressional action does not i)orniit students, parents, and 
educational institutions sufficient time to make effective decisions concerning the 
packaging of student tinanclal aid resources. The regnhitlons to which these 
amendments are proixjsed were previously published on April 4, 1975 (40 FK 

^*^T^he proposed amendments provide for a 10% Increase in the family size offsets 
used during the 1»75-7U academic year. This increase in living allowance is 
an estimate, and will l>e changed In accordance with the actual Increase In the 
Consumer Price Index as imhlished by the Bureau of Labor Statistics at the end 
of the year. The Intent of this Increase Is to take Into account Inflation of the 
basic cost of living during the current yenr. 

The proposed reguhitious further provide for an Increase in the asset reserve 
from $10,000 to $12.r)0<) for the average family, and to $20,000 for families re- 
porting farm or business asset.s. This Increase Is intended to provide a more 
equitable determination of need for those families whose occupation requires 
a .substantial asset iwsltlon in order to achieve a relatively low level of Income. 

Interested persons are Invited to submit written comments, suggestions or 
obiectlons regarding the propo.sed rules to Mr. I'eter K. U. Volgt, Director, 
niii^^ State Stndent Grants, U.S. Office of Education, Room 

5678. ROB-3. 400 Maryland Avenue, SW., Washington, D.C. 20202. AU relevant 
material nmst »>e received not later than September 15, 1975. Conmients rwelved 
win he available for public inspection at the above oflice Monday through i rlday 
between S a.m. and 4:30 p.m. . ^ , . * 

It Is hereby certltied that the eoonoiaic and inflationary impacts of th^ 
proiwsed regulation have been carefully evaluated In accordance with OMB 
Circular A-107. 

Dated: July 30. 1075. T. H. Bell, 

U,S, Commisnioncr of Education. 

Approved: August 8, 1975. 

Caspar W. Weinbj:roer, 
Secretary, Health, Education, and Welfare. 
(Catalog of Federal Donjcstic Assistanci* So. 13.539. Basic Kducatlonal Oppor- 
tunlty Grant Program.) , « , ,,u 

rart 190 of Chapter I of Title '15 of the Code of Federal Regulations would be 
amende<l as follows: 

PART 190 — BASIC EDUCATIONAL OPPORTUNITY GRANT PROGRAM 

1. Section 190.32 would he amended as follows: 

Paragraph (d) through (h) becomes (e) through (j) ; paragraph (j) through 
(n) becomes {\) through (p) ; :md by adding new paragraphs (d) and (k) to 
read as follows : 
§ 190.32 Special definitions 

♦ ♦♦♦♦♦* 

(d) "Business Assets" njeans property that l.s-used In the operation of a trade 
or business Including real estate Inventories, buildings, nmchlnery and other 
equipment inventories, patent.s, franchise rights, and copy rights. 

♦ ♦♦**♦* 

(k) **Farm Assets" njeans any property owned and used In the operation of 
a farm for prottt. Including real estate, livestock, livestock products, crops, farm 
machinery, and other equipment inventories. A farm is not considered to be op- 
erated for proflt If crops or livestock are raised mainly for the use of the family, 
but some Income Is derived from incidental sales. 
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2. Sootion 100.33 \v«)ul(l he nniendeil l).v nnisinj? iMirasmph (c) (1) to read as 
folliuvs : 

§ J90JS The Cd'pvctvd familjf cuntribution for tlcucndviit Htudcnta from parental 
and HtHdvnrs cffr^fii'c hicomv 



* 



(c) * * * 

(1) FqwHv ffi^c offset. A family size offset is tlie nmount sfpwcified in the 
following table. Fiiniilv size includes the student, the stndexit/s parents and the 
student's parents' deiiendents. If the parents are divcnced or separated, family 
size shall inchule the student and any parent \vli(»se income is taken into account 
for t!ie iHirpose of computing the annual adjusted family income and that 
parent's deiwndents. 

Family N/rc OffsctH 

Dollar 

Vnmly sizo: ""'TJ^ 

'> 3, iOO 

^ 

4 I I 5,700 

- ^^^^^ 

. ^^g^ 

u ^ - g^^^^ 

5 " 9,350 

f) _ 10,250 

. 

^ 11,050 

12 I-I 12,800 

«♦♦*♦** 

3. In S 1J)0.3.">. para^r:ii>h (a)(2) \v(tnld he revised to read as follws: 

§ J90.S5 Consultation of atandard vxpcctvd votttrihution from parcnta' assets 

(a) • • * . , , 

(2) If the net assets determined in paragraph (a) (1) of this section include 
farm assets or husiness assets as delined in Jj 100.32(d) and (k), deduct an asset 
reserve of .$2o.00() fnnn the net a.ssets. If the net assets determined in paragraph 
(a)(1) of this section (hi not include farm or be.siness a.sset.s, deduct an asset 
reserve of ^l 2,500 frinii the net assets. 

♦ **♦♦'** 

4. Section 100.43 is amended by revising the paragraph {c>(l) to read as 
follows : 

^iOOJ/S The vwpcrtcd family rontrihution for independent students from annual 
adjusted family iuvomv 

***** * 

(c) * * * 

(1) Family size off net. A family .size offset is the nmount .specified in the 
following table. I'aniily size includes the stinlent and hi.s dependents. If the 
.student is divorced or .separated, faniily size shall inchide any person whose 
incfaue is taken into account for tlie purpo.se of conipjiting the annual adjusted 
family income and his or her dependents. 

Family i>ize Offsets 

Dollar 

Familv size: amounts 

2 - 3,700 

3 4,500 

4 — 5, 700 

.-, 6,750 

G 7,650 

7 8,450 

8 - 9,350 

9 10,250 

10 11» 100 

11 11, 950 

12 12, 800 

An offset of $1,050 shall be nmde for the single independent student. 

* * ♦ . * m * * 
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I)KrAKT.MK.NT OP IlKAI/i'II, KdUCATIO.V, AM» WkI.I'AUK 



Oilice of Kdiicatioii 



[45 CPR Piirt lOi)] 



BASIC W)f CATION AI. OlTOKTl'MTY GIIANT i'HOOIlAM 



.Vf>/(cr of I'U'invtea Fa mil}/ OontHbutiou for J 07 (1-77 Avfidcmic Year 

I'ursujiiit tollu* aiitliority contained in .subpart 1 of \k\v\ \ of Tilh* IV of the 
Uijrhor Kdufation Aot of lfK>5 as anioiided (liO X'.S.C. 107(hi) iiotk-e is liiMvlt.v 
jjiven that the Coniniissioaer of ICduention. witli the approval of thi' S(»cn'tai\v 
of Ht'Mlth. KUucatioii. and WVlfaiv. proposes in issue the followin;; aiiiendaieuts 
to the re^'iilations coverni;; the hasi.s for deterniiaiii?: tlie expected family eontri- 
hiitioii of lH»tli depemleat and independent students for acadeuiic year *1J)7(J-T7. 

These anieuduients are heiuK sabinitted for puhlie eoainicnt aud review hy hotli 
Houses of ConjrreMs in advance of the February 1 deadline spoeidod in Hn(a) 
of the I]ij;hi«r Kdneation Act of UHJo as amended (20 XJ.S.C. 1070a) so that 
review of the Schedules nniy be completed earlier than ^lay 1, which is the dal^i' 
listi'd in the statute. It is the opinion of the Coaimissiom?r that the May 1 dead- 
line far Congressional action does not permit, .studeut.s. parents, and edueatioiuil 
institnrions sntlicient tinu' to niake I'ffective decisioii.s c<MU'ernin^' the paoI\a;jinj; 
ot student tinaueial aid ri'sourees. The reffuIatioMs to which these anuMidaients 
are proposed wi?re previously published on April -i. 11)75 {-iO FU 15*J-18). 

The i)roposed aMiendments provide for a 10% inereaHein the family tfisje off.set-s 
used during; the lJ)7r»-7(» academic yi*ar. This increase* in living allowance is nn 
est i unite, and will be* chaag(»d in accordance with the actual increase in tlie 
(NuisunuM- l*ricc Index as publislu^d hy the liureau of J/alior Statistics at the 
<*nd of the yi'ar. Tin* intent of this increasi* is to take into account in Hat ion of 
the basic (H>st of liviuj; daria;: the current year. 

The i)roposed rejjulatious furtluM* provide for an increase in the as:;et reserve 
fn)ni J?10.000 to Sl^.otH) for Hie averaj;e family, iiud to J?25.00() for families re- 
porting; farm or busine.ss assets. This increase is intended to i)rovide a more 
efi?'.?^nbU' determination of need for tho.*?e families who.se occupjiti(»n rcfpures a 
.^ahsjantiJil a.<set position ia order tt» achieve a rehuivcly low level of income. 

Interested persons are invited to subniil written conunents. saj^ffestloas. or 
objections rei^ardiiiff the proposed rules to Mr. Peter K. U. A''oiKt. Director. Divi- 
sion of Brisic and State Student Grants. U.S. Office of r:dueation, Room oC78, 
KOB-3. 400 .Maryland Avenue. SW.. Washington. D.C. 20202. All relevant mute- 
rial nuist be received not later than the 30th day following; publication of this 
.\otiee of Proj)o.>ed RcdemaUin^r in the Federal Re^Lster unless the .^Oth day is a 
Saturday, Sunday, or Federal holiday, in Avhich case the nniterial nuist be re- 
ceived by the iie::t following bu.S'iue.ss day. Conunenr.s received ^vill l)e available 
for public insiH»ctlon at: the above oHice Monday through Friday between 8 a.m. 
and 4 :30 p.m. 

It is lujreby cvrtified that the econoaiie and iuflationar>- Impacts of this proposed 
rejrulation hsivo been carefully evaluated in accordance with O^Ui Circular 
A-107. 

Dated : .Tidy 30, lJ>7o. 



Approved Ancru.st 8. 1975. 
Caspar W. Weinberpor. 

Sccn'tarj/, Health, Edit cat inn, and Welfare. 

(Catalog of Fcfleral Domestic A.<?sistance Xo. 13,5:^0. Basic lOdncational Oppor- 
tunity Grant Program.) 
Certified to be a true copy of the original document. 



Part 190 of Chapter I of Title 45 of the Code of Fedeml Regulations is 
amended as follows : 



1 . ra. i3r.i.i.4 

U.S. ComniisAioner of Education. 



T. H. BKlIm 
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I'AKT I no — IIASIC KDUC.VriO.NAL OVPOKTUNriY (lUANT I'HOOIIAM 

1. Sectlou 1J)().3*J is nmoiKhTl i»s follows : 

I'nrii^jrnplis (U) tlinnijrh (h) hecomo (o) IhroUMfli (j) : imriiKrapliH (j) through 
(ii) hiH'ome (I) thn)U^;h (p) ; and li.v adding; new pnni|u;niphs (d) and (k) to road 
as follows: 

JDOMH Spcviul Dc/hiitio)ts 

(d) -Kusinoss Asst'ts" means prupoi'ty thai is usod in (he operation of a 
I Hide or business InrlndiuK real estate. Inveniorios, Imildin^s, naieliinery and 
other iM|uii)inent. invent t»ries, patents, franchise rights, anil eojjy rights. 

♦ ♦♦♦♦♦♦ 

(Iv) ••Kami Assets" means any properly owned and used in the ojieration of a 
farnj for prolit. iniduding real estate, livestoek, llvesloek profluets. orop.s, farm 
nuu-hinery. and other erpdijnient inventories. A farm is not t'on.siderod to he 
operated for profit if erops itv livestock are raised mainly for the use of the 
familv. hntsonie income is derived from incidental salo>. 

i». Section VMVM\ is amended by revi.sing snhjiaragraitli (1) of paragraph (c) 
to rea<l as follows: 

^ liXVM^ The expected family con tri hot ion for dependent stndoats from parents' 
and student's efl'ective income. 

(c) ♦ ♦ * 

(1> FnmiUf Offnrt-~\ family sizt; otTset is the amount specitied in the 
following table. Kaniily size includes the student, the .student's parents and the 
stutlenl's parents' dependents. If the parents are div(»rced or separated, family 
.size shall inehide the student and any parent whose income is taken into 
account for tlie puri»o.*;e of computing tiio annual adjusted family income and 
tluit parent's dependents. 

Fa mil If .s'trc Offsets 

DolUir 

Family size : 

•> _ o, (00 

" iri_**_" _ 4.500 

4 " _~__""r"_\I II 3.700 

" "_ _I **_ I " --_ 0.750 

. - ^ - ^^^^^ 

u ^ ^^.^^ 

I - - ^ ^^^^ 

. - ^ 10.2.10 

in I III I " 100 

y ^ - 

J I I IIIIIIIIIIIIIIIIIIIIIIIIIIIIIII - 12.800 

3. In §ino.3r>. siibpnragrnph (2) of paragraph (a) is revised to read as 
follows : 

Computation of atmulard expected coniribution from parents' assets 
(a) ♦ * ♦ 

(2) If the net a.s.sets detorinincd in subparagraph (1) of paragraph (a) of 
this section inchide farm a.ssets or business a.ssets as defined in § 11)0.32 (d) and 
(k) deduct an asset reserve of $25,000 from the net assets. If the net assets de- 
terniined in subparagraph (1) of paragraph (a) of this section do not include 
farm or business assets, deduct an a.sset reserve of $12,500 from the net assets. 

4. Section 100.43 is amended by revising the subparagraph (1) of paragraph 
(c) to read as follows : 

^W0.4S The expcetcO famiJy contribution for independent students from annual 
adjusted famUp ineo7)ie 

« * ♦ ♦ ♦ ♦ * ■ 

(c) ♦ ♦ ♦ 

(1) Familp S;ize Offset.— X family size offset is the amount specified in the 
following table. Family size includes the student and his dependents. If the 
student is divorce<l or separated, family size shall Include any person whose in- 
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como is taken Into account for the purpose of compiiting the annual adjusted 
family income and his or her dependents, 

Family Size Offscta 
Family size: amount', 

I -- - - - 3.700 

? — 4,500 

l - - - 5,700 

o _ ^ _ (J 

H - - 7,660 

7 - — - - — 8,450 

8 0^ 350 

?ft - 10,260 

tri - - 11,100 

\l - 11»950 

^2 - — 12, 800 

An offset of $1,050 shall be made for the single independent student, 

STATEMENT OF JOHN D. PHILLIPS, DEPUTY COMMISSIONER, 
ACCOMPANIED BY LEONARD H. 0. SPEARM:AN, ACTING ASSOCIATE 
COMMISSIONER FOR STUDENT ASSISTANCE, OFFICE OF EDUCA- 
TION; PETER K. U. VOIGT, DIRECTOR, DIVISION OF BASIC AND 
STATE STUDENT GRANTS, BUREAU 01 POSTSECONDARY EDUCA- 
TION, OFFICE OF EDUCATION; AND RICHARD A. HASTINGS, 
DEPUTY ASSISTANT SECRETARY FOR LEGISLATION (EDUCA- 
TION), DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE 

Mr. Phillips. I wonder if I might, at the outset, introduce my col- 
lea^es here with me this morning. 

First, on my far right is Dr. Leonai-d Spearman, Acting Associate 
Commissioner for Student Assistance, and responsible for all of the 
student assistance and student services programs except the guaran- 
teed loan program ; and Mr. Peter Voigt, on my immediate right, who 
IS l^he Director of the Division of Basic and State Student Grants; 
and Mr. Dick Hastings, who is the Deputy Assistant Secretary for 
Education Legislation. 

Mr. Chairman and members of the subcommittee, I am pleased to 
be with you today to discuss the basic educational opportunity grant 
program and to share with you our proposals for changing the family 
contnbution schedules for the 1976-77 academic year. 

Before discussing the family contribution schedules, I would like to 
take this opportunity to give you a brief ovemew of the operation of 
the program during the current academic year. 

We would like to report that as of September 5 the program has re- 
ceived over 1.8 million application forms. Further, applications are 
being received by the program at a rate of 35,000 to 40,000 per week 
and we are projecting that 2.3 million applications will be received by 
the March 15 deadline date. Since approximately 60 percent of these 
applicants are eligible and approximately 80 percent of the eligible 
applicants are expected to make use of the program, we are estimating 
that 1.1 million students will receive basic grant awards during the 
current year. 

It should be noted that it is difficult to accurately predict the total 
level of expenditures for the program at this moment, particularly in 
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light of participation of part-time students who are eligible for the 
first time during the current year. However, given the information 
we have to date we are confident that we will be quite close to expend- 
ing all of the approximately $800 million available for academic year 
1975^76. 

In addition to the ongoing program activities for the current year, 
we are well underway in our efforts to make the program operational 
for the 1976-77 academic year. 

As you may recall from our testimony last year, we are makmg 
every effort to improve the timing of the basic grant program for the 
next academic year. Our goal is to again have next year's application 
forms printed and distributed to all high schools and eligible institu- 
tions of postsecondary education by the end of January 1976. 

Mr. MoTTL. Excuse me a second. We will have to recess until the 
quorum call is over and until I can make the quorum, and we will 
continue afterwards. 

[Brief recess.] 

Mr. SiMOX [presiding]. The subcommittee hearings will continue. 
Dr. Phillips, you may continue, please. 
Mr. PiiiLui»s. Thank you. 

Ill order to meet this schedule, we will need to have i^esolution on 
the family contribution schedules by November 1, 1975. If we are not 
able to reach resolution by that date, our printing schedule will need 
to be revised substantially and we will not be able to distribute the 
application materials until significantly later than January. We are 
hopefuL therefore, that we will be able to work with you in achieving 
early agreement on the modifications to be made in the schedules. 

Before we discups the proposed changes that we are recommending, 
I would like to make some general comments on the family contribu- 
tion schedules. 

I am aware that the basic grant formula has received criticism 
regarding its '".strictness" and that the family contribution schedules 
are a '^'rationing" system rather than one ^^•llich accurately measures a 
family'') ability lo finance postsecoudary education. It should be 
pointe(i out that a family's ability to pay for ])ostsec()ndary educa- 
tion is extremely difficult' to measure on a systematic basis because it 
is closely i-elated to a family's peiception of its ability to pay. In other 
words, providing for the education of children is often a question of 
willingness to pav, and the question is often decided in the light of 
other consumer cfioices related to the family's preferences. 

It might also be noted that all "need based" student financial aid 
programs ai*e based on the assumption that paients are primainly 
responsible for paying for the education of their childi*eii and that 
other agencies should only assist when the family cannot meet these 
expenses. Therefore, the development or revision of any need analysis 
system is really based on a series of value judgments on liow much fam- 
ilies and individuals should contribute to education aftei* the basic 
living allowances have been deducted from the available resources. 

We would, at this time, like to share with you the changes we are 
proposing in the family contribution schedules. Tliese changes, we 
believe, reflect the major concerns which have been raised during the 
past year. The concerns have been with the level of the asset i*eserve, 
the family size offsets, and the treatment of fanu and business assets. 
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We hiivtx almuly outlined Miost dian^ros for von in onr Icttor of truns- 
niittnl. ITowevor, \vc. would like to reviow* (hcsc proposals for the 
record. 

As I am sure you know, the treatment of jjssets in the hasie ;;rant 
family eontrihntion scheduh'^; ha.s been a subject of considerable debate 
since the inception of the i)ro^n'ani. Recently ther. lias even been some 
discussion re<rardin;r the elimination of assets from the scljeihiles alto- 
/rether or cxeniptin«»" certain kinds of assets from consideration. How- 
ever, we believe that assets must bt» considered in the ba.^ic ;r?'ant sched- 
ules l)eean.se assets do contribute to a fannly's tinaju-ial sti'on«rth and 
diU'erent asset positions on the ])art of families woidd, of course, have 
a si^rnilicant impact on the resources available for pos t. second a rv 
education. 

The treatment, of assets, as you know, has been ivi'ised .several times 
since the pro«rram was initiated and for the current vear, li)7r)~7(J, the 
reserve an:ain.st net as.sets is $1(),0()(). We are, however, still concerned 
alw)ut tho.se families who have the bulk of their a.s.<ets in home ecpiity. 
Wiy a^rree that some of the:>e families, especially tbo.^e with low aiid 
lower miiidl';-- incomes, nniy be treated ineciuitablv throu;;!, the current 
.system. Therefore, we are i)ro])osin«,^ that the asset reserve of $10,()(K) be 
increa.sed to $l'2,r)()0 for the li)7t»~77 academii' year. 

Acco:-din<r to our latest statistics on the current year's basic ^n-ant 
applicant;^, the overall avera<re home eciuitv of tho.se familii's with 
home:> and who have incomes of Ixdow .$l:J.r)0() per year is below the 
.^12.500 olVset- we are proposing:. We believe tl.'at liy increasing; tl,(» 
a.s.sot reserve to this level we would si«mifieaatly increase the equity of 
the fornnda and alleviate the nuij(u- i)ortion of 'the probleuKs whicli we 
have recently ex/>erienced. 

The basic p-ant pro'rram has since its inception l)een subject- to a 
considerable amount of criticism re^rard inn; (he tivarment of farm and 
business asset.s. This criticism is based on the idea that the.sc profes- 
sions freciuently recjuire a sub.stant ial a.sset po.sition in order to achieve 
a relatively low level of income. Therefore, it ap])ears to critics of the 
pro^rram that the treatment of these kinds of a.^.sets in the family con- 
tribution schedules appears inetpiitable since it eliminates nuiny low- 
income students from participating^. 

Recent data on the basic grant appIicantvS indicate.s that approxi- 
nuiitely 4.8 percent of all fders are from families bavin:: farm a.s.-ets 
and approxinuitely 5.4 percent liavin;; business a.s^ets. hradditiou, tJie 
avern^re reported farm ecjuity for all farm apl)licaut.s is ^oO.aOO and 
for business applicants is approximately $7,800. At the same time, the 
elifribility rate of dependent students in tlie total population is ap- 
)roximately percent while at the eliiribility rate of students sliow- 
n«: farm a.^.scts is rjO.:") percent and -students reportin«r business assets 
is 52.5 percent. 

Therefore, wo. are proposing; thai the a.sset reserve for families hav- 
in;r farm and business assets be increased fronj $10,000 to a total of 
$'25,(»0(). We Indieve that with this chan<re low-income studcut.s com- 
in;; from farm and business families will (lualify at- a rate which is 
comparable to the qualifyinnr rate of low-ineome applicants from non- 
farm and nonbusiness fainilies. 

The third modification we would propose is an adjustnuMit to the 
family size ofTset.s. We would nuiintain the ba.se whidi has been used 
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and nmko an adjust uu'ut for 107;") inflation as moasured by the 1975 
C'onsmniM' Trin' \in\vK. We ostininto at this tiino tlnit the inflation 
factor will ranji;o between S and 0 percent. 

In snnnnary, we believe that tliese changes will significantly inv 
prove tlie ecinity of the basic grant family contribution seliedides and 
result in a nion» etl'ective basic grant program for the 107G-77 aca- 
demic year. A point that should l)e kept in mind during the discus- 
sions on the sciu»dnles is the relationship hetween the family contribu- 
tion scheilules and program appropriations and how that relationship 
affects the level of student awards. 

During the current academic year basic grants is at full fmiding for 
the fii-st three t'lasses of students with awards ranging from $200 to 
$1,400 and an average award of approximately $750. Given fho I'ela- 
tively low level of funding -we are likely to receive luidcr tlic lf)76 
appropriations and the fact that a fourth class will be added to tbe 
program next year, awards will need to be reduced to levels substan- 
tially below the current year if we nniintaiu the ciu-rent family con- 
tribution schedules. LilxM-alixations of the family contribution sched- 
ules such as those proi)o.=^ed M'ill result in greater reductions in student 
awarils. 

This is not to say tluit the cluniges we are proposing should not be 
made since they will make the system more e(iuitable, Eather w. 
wouhi simply like to jmint out that'these changes will result in fiu'tber 
rc(lui-ti(»n< iii the awards and that any ailditional revisions will increase 
I his im[>a('t. 

We have also i)rovi{|ed you with .^oine statistical tables on the im- 
pact of the current family contribution schedules on tbe 1074-75 aj>- 
plicauts and the elfect of the proposed changes. We would bo plea.sed 
to iTview these statistical nuitcrials with you and answer any (juesi ions 
y(ni may have al)out theuu 

However, before answering any (pu^stions you may liave about the 
family contrihution .schedules in'iletail. I would ih>w like to briefly 
turn to another umtter which has concerneii us for the past 11/^ years. 

As you know, the Ivejipel task force has i)roposed a student conuuon 
data form which is to collect student information neces.sary to nuike 
awards for a variety of i^tudent aid progmms at a number of post- 
.s'W'oiulary institutions. We have reviewed in dt^tail tike student connnon 
data foriu which was developed by the Kei)pel task force, and ^ve 
would like to eiuphasi/.{» that we strongly endorse tlie concept of a 
student connnon data form. We are. therefore. ]:)roposing to imple- 
ment a sy.stem which uses the ele»uents of this form during the coming 
acailemic year. 

Tn brief, oui* primary problem with the |)ro])osed form has been that 
it wcndd collect a significant amount of information wliich is presently 
m)t collected by the basic grant program, and if this form wre used, 
as proposed, it would complicate the basic grnjit application form in a 
major way. 

We. know that you share our concern about simplifying tlic basic 
grauA application form to the greatest extent possible, and given the 
items of infonnation needed under the statute and regulations to de- 
termine a student's expected family <:ontribution, we believe our form 
is presently as sin^ple as possible. 



15 



12 



Therefore, the adoption of tlie entire stndent common data form as 
proposed by the Keppel taslc force in the basic ^rant program inight 
actually complicate and make more ditticiilt the completion of a stu- 
dent application foi- many persons instead of simplifying this process 
as we all would like to do!^ 

The second pr'^bleu! that was anticiimted with the student common 
data fonn was that we would be collecting a sigiiiKcant nuuiber of 
items of infoiiuatio!i fiom stndvMits which are not required to deter- 
mine the eligibility of students for the basic grant program. In light of 
that fact, we believed thnt we inight have serious conflict with tlie pro- 
visions of the Privacy Act of 1074. 

Considering these two 2>roblems, balanced against our contimiing* 
conunitment to eventually achieve the adoption of a student common 
data form, we aru exploring the possibility of amending the basic 
grant application fonn for the coming year in order to provide to stu- 
dents, and through the ^rtudcnts, to institutions, all of the information 
frc&m the proposed stU(l(Mit common data form which is neces^aiy to 
determine the family contribution under the need analysis consensus 
model. 

In addition, we are also proposing to implement a system which 
would shaie all of this information eoHected by tlie basic grant pro- 
gram with those State agencies wishing to iWoive it, provided that 
these State agencies use those data only to calcuhite a student's eligi- 
bility for awards under State student assistance progi-ams. 

AVe believe that, as a result of these two artions, we are taking a 
significant stride toward the adoption of a stndent comnu>n data form 
aiid at the same time also providing State agencies, students, and in- 
stitutions with all of the infornuition necessary to detenuine family 
contributions and make student awards in all biit unusual cases muler 
other need-based student assistiincc prognims. In the meantune, these 
steps would not seem to disrupt the already fmictioning systems for 
calculating student eligibility and would permit ail concerned paities 
a period of tinu> to work out further steps that nught be taken. 

We have already begtm to review tliis approiu^li in detail with in- 
stitutions of postsecondary education. State sdiolai-ship agencies and 
other concerned organizations, and such consultations will continue in 
the next few weeks. Our objective in these discussions will be to reach 
a conclusion by the end of 0(*tober so that any changes in the basic 
*^\%\nt system can he implemented in accordance with our schedule of 
operation for tlie coming academic year.. 

I would be pleased to respond to any questions you may have on 
either the proposed family contribution schedides or the steps we are 
proposing for implementing the student oonnnon data form. 

Mr. SnroN. Dr. Phillips, let me explain the situation in wl^ich we 
find oui-selves this morning. Yon were invited to testify, and some 
other witnesses were invited to appear and have come here from out 
of the city to testify. However, a Member of the House luis exercised 
his legitinmte rights under the Rules of the House and has objected to 
any conimittec meetings once the House actually begins meeting under 
the i)-minute rule today. AVe are not at this moment in violation of that 
objection, but we will be when the House concludes its brief period of 
1-minute speeches and its quorum call, and resumes sitting as a Com- 
mittee of the AVhole House. 
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I i\n\ rohu'l imt ti) iinposo on our vvitncssi'S, hut wv hiivc iio real alter- 
iijitivi'. 1 iuu <roin<r to :«sk tlial you rospoiut to a few qnesliou.s, aud tluit 
tlie stud' rousuit with tlu» otluM* witno^^si'S to t;ou if they can present tiuur 
te.slinioiiv in writtiMi fonn. Once tlu; <|Uoruui call is ovin% of coni-§e, \ve 
will tlieu, under tlie rnkvs. have to adjourn this lnectin^^ But 1 know 
tliut everyouii sluu es your wish, the chairuiau's wish, and our wish not 
to delay tliej^e proctHulin^rs in any way we can avoid. 

Dr. Phillip.^, if I nuiy, ih^t of all, what Avould be your reaction to 
.si^uie kind of tyino; into tlic Consumer Price Index from here on out 
any (ig-ures that weSvouId ultimately u<rree to? 

Mr, Pn iu.u'.s. ^^r. Siniou; >ve wonl^l have no ol)jccti()u to doing that. 
As a uuitter of fact, that is tlie |)rocedure we have followed for eacli of 
the last o yeari?. tnkiu^ ;i I)a.se and then adjusting the fanuly size offset 
annually in accor(hMU'e witli tho Consumer Price Index clianf^es. 

Are you asking whether you might want to luive this procedure pre- 
scj-ibcil in the law? 

^h'. Stmon. You are talking to ii freshman member of this com- 
mittee ami I am not sure wlunluir (he figures you are talking .uhout arc 
in the hnv. They :m' not s])ecified ? 

Mr. Pinuji'S. No. 1 think the law does specify that there luis to be 
an offset for purposes of juainienuni-e of the family and necessary ex- 
penses. But the uunmer of the calcidation is a subject of ^he annual 
review. 

]Mr. Si.MOX. TIuMi \ve would lu'oceed to ask what your reaction woivid 
he to - peci^ying tliai in tiie Ium* ? 

Mr. Piiiu.ri'S. Well. T gu«^ss i)roh:d)ly 1 Avould Iiave some reserva- 
tions about that, because we like to believe that the annual review 
pro;'ess and tlu* ammai consideratioji of these schedules provides a 
very adetpiato safeguard against any kind of arbitrary action on the 
part of administrative otlicers in this area. Tt may very well be that at 
.some time we might want to mutually consider u change ov a variation 
on lliis model, anil T Avould hate to Ijave tho.se optioas restricted by a 
11 rm statement in the statute. 

Mr. SiMox. As T read your stat(»nicnr and listened to you testify, 
and T may be reading this'iucorrectly, wliat you are suggesting is tliat 
more will be eligil>ie under, oi- more stmlents will be eligible under 
the new forniulu or possiI)iIit ies you suggest. I)Ut. tliat tiie student 
grant would then be dimiuislu'd: is that correct ? 

Mr. PuiLMrs. Yes. Let me try to summari^ce tIio.<e two |)oiiits to- 
gerhpr here. 

AVlien we liljerali/c tlu* asset re.^crve, as v/c are really doing in two 
ditfereiU ways ]u»rc~~i)roposiug to increase tlie general a.^.^et reserves 
and we are also jM'oposing to extend it very significantly for families 
with farm or business asset.- — that means you have a smaller pool of 
assets that can be taxed for pnr])oses of determining the family con- 
tribution. That means, in turn, that more students that nii/rht other- 
wise Ix' ineligible, by reason of having a family contribution too hi«rh 
to leave any room to qualify for a basic grant, now become eligible in 
increasing 'numbers. AVe bi'lieve it is justified on e([uity ground.s, as I 
indicated. 

On the other hand, we have a very real problem. This years appro- 
priation level, plus the carryover funds from last year, luis made 
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funds available in the total amount of $800 million. We know under 
the appropriations language we are going to be extending the pro- 
gram to a fourth year, both full time and part time, for next year. 
Our budget estinuito, which we submitted to Congress earlier this 
year to fully fund the basic grant program, was $1,050 billion. 

Now, the 1976 appropriation is only $715 million. Therefore, if 
nothing is done to change that and the appropriation level of $715 
million remains constant, then we arc going to have to have a reduc- 
tion of awards from the full funding level achieved this year for the 
first three classes, full time and part time, and the liberalization and 
expansion of the nuuibe;;s of eligible students will further depress the 
level of awards. 

Mr. Simon. A\niat we are ending up doing is doing just the r^pposite 
for students — as the eo.sts ri.se, the sttulent assistance dimini-hes. 

>Ir. Philliivs. Yes. sir, that is true and that is an unfortunate conse- 
qut iico. But, on the other hand, wt i.hink there are compelling grounds 
of equity for making these changes >T^'« tried to elaborate in the testi- 
mony, for example, on the whole business of the homo equity problem, 
iwA when your median home equity of the currently eligible popula- 
tion i.s above the a.sset exclusion level, there are certainly grounds for 
saying, "Some people arc really being treated rather unfairly liere/' 
So it is a tradeoff which does seem perhaps a little strange, but we 
feel there are compelling argmnents in the interest of ecjuitable 
treatment. 

Mr. SiMOX. Suppose you went to your $12,500 figure and suppose 
you adopt the $25,000 farm and business figin-c you are talking about, 
and suppose you have student levels at the present time, not *riving 
them any increment for inflation factors — what kind of dollar in- 
crease are you talking about? 

Mr. PiiiLi.iPs. I wonder if T could ask Peter Voigt to respond to 
that question. 

Mr. VoioT. I think overall, !Mr. Simon, the changes that we are 
proposing will essentiality increase the program costs by approxi- 
mately S to 10 percent and, therefore, if no additional funds are avail- 
able, awards will be reduced by roughly that same percentage. 

Mr. SiMOx. I am sorry, I am listening to two conversations at the 
same time and neither one adcqriately, I regret. 

Very specifically, what are we talking about dollarwise? 

Mr. PriiLLTPs. OK, the added cost to the program, with these 
changes, is roughly 8 to 10 percent. Therefore, the awards would be 
reduced for eacli stiuleul by roughly the same percentage. 

Mr. SiMOx. But if we funded that student assistance where, you 
know, we would like to fund it, at the present level ? 

Mr. Phillips. Then the cost of full funding with the changes that 
are proposed would still be about $1,050 billion. 

Mr. Simon*. That is not the increment? 

Mr. Phill9i»s. That would include the increment, so you can take 
10 per<Hifit, or $100 million, ofl' of that to roughly fully fund. 

Mr. SiMox. Well, the $1 billion, what you say is the difference be- 
tween $715 million or $820 million, or are you talking about another 
$200 million or $300 million more? 

Mr, VoiOT. We are talking about 3 years here. 

Mr. Phillips. If I may, we are also talking about the addition of a 
fourth class. We a*e talking about the addition of part-time students 
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acioss the boaid. We are talking about as yet uncertain paiticipation 
rates, because we really don't have the kind of pi-ograni history aiul 
experience that allows us to project very accurately and precisely 
what the participation rate among the eligible population is likely 
to be. So we have maintained the current working iigui^ of tpl.OoO bil- 
lion, feelin«>' tliat as we get inoie data on paiticipation rates we may 
need to revise that figure. But we think, given our latest evidence, 
that we can aceommodate these changes within a funding price tag 
of about $1.0oO billion. 

[The material referred to follows :] 

I.VCKBMENTAL C0ST8 FOK PkOPOSEI) CuaNGKS IN BASIC KHUCATIOXAI. OPPORTITNITY 

OiiAyr Family CoNtiubutiox Scukdules for tuk 1070-77 Academic Yeah 

Costs iissuming no changes from 197.V7G ^Oo 

10 percent CPI incrense - f,^ 

?12.50() asset reserve 

$25,0(10 asset reserve for farmers and businessmen ^ 

Total cost (lJ>7U-77) — ^' 

These costs estimates are based on full-funding for four classes, full and part- 
time, and a (H) percent participation rate. 

Mr. 8iMf»N. 1 will yield at this point to the chairman of the snb- 
coiuinittee who has some new glasses so he looks a little more 
senatorial. , _ . ^ 

Mr. O'IIara. You can see wha: happens when 1 go away tor a couple 

of da vs. ^ , , - 

T was W(;ndei ing, has there been any discussion of tlie question ot 
applying the farm and business asset Ireatment to a homestead? 

Mr. Simon'. No; there has not been any statement. 

Mr O'ITailv. I would like to inquire as (o whether or not any con- 
sideration was given to that sort of act of exemption, the homestead 
as an exemption, rather than simply farm and business? 

Mr. PHn.iji*s. 1 wondei\ Mr. Chairman, before we endeavor to 
reply! whether yon might otfer a definition of "homestead"' as opposed 
to a farm that would fall undei- tlie noi-mal definition. 

Mi\ O'Hara. a principal residence exemption for assets that are 
involved in the value of a principal residence in whicli the family 
actual Iv resiA?s. . 

Mi\ Piui j c )»s. Well, we are proposing essentially an increase in tlie 
reserve against home equity when we make the proposal for a general 
inci'ease f roj.i $10,000 to $12,500. 

^fr. O'TIara. You apply that against everytlnng, thouglif 

Mr. Phillips. Well, it is designed primarily, as I indicated m the 
testimony, to protect the home equity position. Well over 300,000 
current ai)plicants would he affected by this change and it would 
protect the entire home equity of almost 60 percent of tlie current 
basic gi-ant applicants. ^ , . 

Perhaps I can ask Mr. Voigt to pcnnt out the exact table among 
thf)se that we gave you and speak to that issue. 

Mr. Vomr. Do vou have the set of tables? 

Mr, O'ITailv. Which table? 

Mr. VoioT. 5(a). ^ , , , 

You will note, Mr. Chairman, when you look at the home equity 
coluinn, the second from the last column on this table, for those fami- 
lies with an income of $0,000 to $12,000 the average home equity is 



19 



16 



acturtlly below tlio increased ollset against asset we are proposing, 
so on the average tlie lionic eqnity of the vast majority of families, 
particularly those in the progranis target gronp, wilTbe exempted. 
Therefore, these families will not have a contribntion from assets con- 
sidered in their determijiation of eligibilit3\ 

Ml'. 0'11ail\. Well, within onr enrrent economic situation, with un- 
employment running at 8.4 percent nationally— and uuemployment is 
much higher, in my own State— there are quHe a few people who are 
unemployed who are of an age where they have college aire children — 
so that would i)nr them generally, 1 guess, in tlv-^ir forties and fifties, 
perhaps — \vho have built up a considerable eipiity ami they ha\-c been 
buying their homes, or have been making payn'ients on a home for 
10 or in or '20 years. 

For instance, one of the gentlemen, one family about whom 1 had 
cortvspondence with. .Mr. Voigt, cou.^ists of nn muunploycd super- 
intendent of schools. He has a home equity of .some }>'27,000'or $28,000, 
no income except, I gue<s. nnemi)loyment comi)en<ati()n : and his wife, 
1 think, has a job which does not pay pai-t icularlv well. I think there 
nmst be a lot of cases of that .sort. Ilis daughter*ap[)lied for HEOG 
and was unable to obtain a lUCOG because of the home e(|uity. 

Mr. Pmr.Lirs. Mi-. Chairman, perhai)S we could take that case and 
hold i^t up for inspection. Let's say there is a iu4 honu' efpiity position 
of i>27,r>00 under ihe proi)()Scd .^cfu^hile that we are suiru'esti'nu: to you 
here today. A\'e would exclude i?12.r>00 of tlnit. whicli would leave a 
net taxable -M^^^vt position of 1^15,000. 

Xow. the tax rate on a."^sets is n percent. That would u»ean. tJien, 
that the total contribution (hu-ived on that basis would \:v $7riO. If it 
is in ell'eet a zero income family, tliere would still be an oi)i)ortunity 
to receive a basic grant of up to $(>.")(). 

So T am a little mystitied as t(» whether, if th.e person of wliom yoa 
speak lias no inconu*. 

Mr. O'lT.viu. The s[)ouse has an income but not a great deal. 

l'jrrLLii\s. If the income were in the range of $k()0() or $5,000 or 
$fi,000, then that would be excluded muh'r the family si/.e oll'sct, so 
there would be no taxation of income and the student shoidd .<till luive 
an eligibility of up to ^O^O for a basic grant. 

^Fr. OMT.MiA. ITnck^r these circumstances, would they be judged on 
the previous year's income ? 

Mr. VoTGT. Xo. If a wage earner has been unemi)loyed for 10 weeks 
in the current year, he caii submit an application based on an estimate 
of the current year's income. 

iNfr. OTFaua. Do you have any estimates on how much it would co.st 
to extend the assets treatment you have for business and farm a.ssets 
to home equity in a principal re.si(!en<-e and anything we could com- 
pare; for in.stance, tlu; <*o.st of doing that to the cost of raising- the 
general asset exemption in $10,000 to $12,500 ? 

Mr. VoiGT. We have not done an estimate of that kind, but we can 
certainly provide it for the record. 

]\rr. SiMOX. If the genthMuan will vield at this point. 

Mr. OTIaka. Yes. 

Mr. SiMox. Do you have any idea of the cost of the umvement — 
$25,000 on farm and businef;s ? 

Mr. Pinrxirs. That only aflects, what. 0 or 8 percent total? 
Mr. VoTOT. Ten percent. 
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Mr, PiiiLMrs. Of tho total applicants. So it is not nearly as signifi- 
cant, a cost factor as it wonkl be to nniko furtluM' adjustniont m the 
overall asset oxclnsion, i ^. 

^Iv. SiMOK. When you from JjilO.OOO to $2o,000. that is a pretty 
significant jump, I ani from a rural area, and while I have some sym- 
pathy for this posture, I can see where iciving one pei^on a ^±^,000 
exemption and someone else $10,000, miglit cause some real j)roblems, 

Mr. VoiGT, I think, and we will have to verify it, the cost of increius- 
ing the farm and small business asset reserve to $25,000 is about a 1- 
porcent addition to the total program cost, ^ 

AVe will do an analysis to determine the cost, but increasing the asset 
reserve for the totarrange of assets to $25,000, will be considerably 
higher siucc^ approximately 50 peintent of our applicants report home 
equity, and the cost for that alone would be considerably larger, 

Mr, SuMOX. ^fr, Quie, . 

Mr, Qi^iK. AVhat is the ditlcrenco in th(» ability to borrow on their 
equity ? I assume that is one of the reasons why you do have this regu- 
lation that you do not exempt all of their equity. 

It seems to me that if a person has a home at a value of $25,000, it 
would he an easier thing to get a second mortgage on that liome than 
if a person has equity of $25,000 on a farm and is getting a mortgage. 
or. the farm. The fanner is dependent on the farm for his income and 
^ inv not have too good an income. 

the same way with the smal business of $25,000. Have yon looked 
into that at all?' . i i 

:\rr. Pinnuirs. You mean diflVrential capacities to hori'ow based on 
types of assets? 

' Mr, QriK, Yes. ^ . _ 

ifr. PiiiM.irs. 1 cairt honestly say we- have looked into it with any 
degree of inteusitv. but T think our .suppositions would be pretty much 
almiir the lines voji suggest. Quite apart from the ([uestion of tiding 
a se(-c)ud mortgage* or anything of {\u\t sort . a strong equity position in 
a home certainly increases credit .slaudiug and is a fairly signifieant 
factor for borrowing in various ways, even on pei^sonal civdit, 

Mr, QuiK. In both instances, we are talking about a low-income in- 
dividual, and let's look at it on an equal basis, 
^^r. Sorox. Mr. OTTara. 

Afr. O'Hak.a. T would like to have a really good gra.sp on the cost of 
various alternatives in connection with the assets reserves, you know, 
Tu other words, it seems to me that, yes, that is right, giving a $25,000 
reserve for home equity would co.^t. a \-ery considerable amount. I don't 
know what it cost to provide a $12,500 a.sset reserve^generally. ^ 

It se(Mns to me there are lots of tradeoffs here. You could, for in- 
stance, if you wanted to give special treatment to farm, wnsines.s, am"^ 
home equity, you might at the same time want to drop your general- 
ized asset reiser ves. So. do von get what T mean ? 

In other word^^. I think there are diU'erent ways you could manipu- 
late it and come out with diU'eriug costs or the same costs, and I would 
like to be able to have you develop some materials, if you could, that 
we might use to review that whole ((uestion of the different kinds of 
changes you can make at approximately the same costs or at some- 
what mor(^ or .somewhat les.s. I wonder if you could do that? 

Mr, Piiir.Lirs. We would be happy to do it. 
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I wonder, would it be permissible for us, perhaps, to consult with 
your stuff as to the speeiHc kinds of options you would like for us to 
explore in detail? 

yiv. O'Haka. Yes. 

[The material referred to follows;] 

SuMMAttY OP Basic Guant Costs Kstimatks 

It should be noted in reviewing tlie nttuclied tabhs that the asset reserve is 
only applied to the equity of parental assets. If any offsets were to be established 
and applied against student assets, such a uiove would, of course, result iu 
additional program cost increases. 

In addition, the estimates assume that only CO i)erc(»nt of potontiallv eligiblo 
students will actually enroll and receive Basic Grant assistance. Obviouslv, as 
the program matures, this "participation rate" is expected to increase with 
corre.^ponding increases in costs. 

Kor comparative purposes, the estimated program costs for the 1070-77 pro- 
gram year whicli assumes an asset reserve of $12,500 for all applicants and 
$2.1,000 for l)usinessmen and farmers, is estimated to !>e $1,050 billion. 'Vluif 
means tliat the increase in program costs assuming tlie adoption of tlie highest 
asset reserve in the attached table (i.e., $50,00O-$10,00O) will Ik? $140 million. 
More importantly how(»ver, is the cost increase of $100 million of the $25,000- 
$2,000 asset reserve level. This sharp increase is due to the fact that alwut 
H0% of all applicants reporting assets report an asset equity of $25,000 or less. 

FULL FUNDING, BASIC GRANTCOST ESTIMATES FORALTERNATIVECOMBINATIONSOFSEPARATE ASSET RESERVES 
AGAINST HOME-BUSINESS-FARM ASSETS AND OTHER ASSETS (ASSUMING VARIOUS ASSET RESERVES FOR 
PARENTAL ASSET EQUITY ») 



Asset reserve against parental home, 
business, farm equity 



$25,000. 
J30.000. 
$35,000. 
$40,000. 
$45,000. 
$50,000.. 



Asset reserve against parents other assets 


$2,000 


$4,000 


$6,000 


$8,000 


$10,000 


i '51.150 
1 3 1, 330, 000 
1 $1,165 
I 1, 350, 000 
f $1,170 
I 1, 360, 000 
( $1, ISO 
\ 1,370.000 
( $1,185 
\ 1,370,000 
[ $1,190 
! 1,375,000 


Si. 150 
1,340, 000 

$1,170 
1, 350, 000 

$1,175 
1, 360, 000 

$1, ISO 
l> 370, 000 

$1, 1S5 
1,375, 000 

$1,190 
1,375,000 


$1, 160 
1, 345, 000 

$1, 170 
1, 360, 000 

$1, 180 
1,365, 000 

$1. 185 
1,370,000 

$1, 190 
1, 375, 000 

$1, 190 
1,3S0, 000 


SI, 170 
1, 350, 000 

$1,175 
1, 360, 000 

$1, 180 
1.370, 000 

$1, 185 
1.370,000 

$1,190 
1. 375, 000 

$1, 190 
U3S0, 000 


$1, 170 
1, 355, 000 

$1180 
1, 360, 000 

$1,180 
1,370, 000 

$1,185 
1,375,000 

$1, 190 
1, 380, OOC 

$1, 190 
1. 380, QQO 



I Assumes no change from 1975-76 familv contribution schedule except 10 percent CPI increase. Costs based on full- 
funding for 4 classes, full and part-time, and 60 percent participation rate. Cost estimates in millions of dollars. 
> Full funding cost (in $000,000). 
' Number of students served. 

FULL FUNDING BASIC GRANT COST ESTIMATES i ASSUMING VARIOUS ASSET RESERVES AGAINST ALL NET ASSETS 

Program 

Asset reserve cost ' Eligibles 



J}2.500 $1,040 1,230,000 

J $1,080 1,255,000 

♦17.500 $1 110 1,285,000 

SI. 120 1.300,000 

S25.000 $1, 140 1,330,000 



> Assumes no change from 1975-76 Family contribution schedules except 10 percent CPI increase and respective asset - 
reserve. Based on full-funding for four classes, full and part-time, and 60 percent participation rata. 

3 Costs are in millions of dollars. Excludes additional cost of $10,000,000 for proposed ^5,000 asset reserve for farm and 
business assets. 

Mr. PiiiLUPs. Since thei^e are almost as many options as tliere are 
people in any discussion of this, I would like to get your requirements 
restricted down so that we could get back to you fairly swiftly. 
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As T iiulicatecl we Imve a very serious timing problem licre. We 
would like to try to come to a conclusion on this matter by the 1st 
of November in order to meet our work schedule. So if that would 
be a permissible procedure, for us to consult with the staff and jiret 
some specitic instructions as to which kinds of things you would like 
for us to explore, we will be happy to comply with the request, 

Mr. 0'IL\KA. 1 hope you would, and it will help us in making some 
decisions that wo have to make. 

I would like to inquire of my assixriates, Mr, Simon and Mr. Qiiie, 
whetiier or not a $2r),000 farm asset exemption set-aside makes any 
stMise in the li^jjlit of today's land values? I suppose this is not only 
land, but nuidiinery and equipment and cattle, whatever, I am not 
sure it nuikcs any appreciable dent in the situation of a typical farm 
family, if the family is of such an age that they have college-age 
children and they are therefore in their fifties, 

Mr. riiii.Lirs.' I think, Mr. Chairman, we uiiglit look at table 7(a) 
to inform us on the issue you arc raising, 

Mr. SnioN. Before we get to 7(a), my reaction is that in my area, 
it would make a difference, and I think in much of the South gen- 
erally, across southern Illinois and the South, it would also make a 
differeVice. 

Mr. Qi iK. My reaction is, while in rny area by the time a person has 
a student in college, his net equity undoubtedly will be above $25,000, 
or it is certainly a lot better than $10,000— so you do move up to where 
vou penalize as nmcli for e(}uity if it is above that. 

I was looking at the 7(a) table and it kind of indicates as well you 
liave to get up to above $0,000 before the average was above $2r),000. 
Even at $4,r)00. $(),0()0, it is at $2r),000. meaning half of them are above 
$25,000, 

Mr. Tiiese ''means" that you have here are based on BEOG 

applicants. 

Mr. Vou;t. Yes; these data are based on infornmtion reported on 
1.500.000 1075~7() basic grant applicants. 
Mr. (yiL\K.\. It is not farm families generally ? 
Mr. VoioT, Xo. 

Mr. O'IIara, Tile same for the homeowners? 
Mr. Vourr. Yes. 

^rr. 0'IL\H.\. It is what they show as j^ercentages of BEOG 
ai)plicants. 

^^Y. ViniAAvs, They are dependent applicants. 

Mr. O'lT.MiA, AU'right. dependent applicants, but it may be, of 
course, that the figures are — well, in other words, some of these kids, 
especially the ones who are taking advanced mathenuitics, might be 
able to figure out before they make out the application and send it off' 
that their chances arc not so* good. So you may be light on tlie heavier 
end of these in terms of studeiits wlio feel they need help because there 
is probably a self-selecting process in there. 

Mr. VoroT. That is entirely possible. However, wherever possible, 
we try to check figures on income and assets reported by our popula- 
tion against similar figures covering tlie general i^ojMilation. By and 
large, the data that we collected for the applicants is very close to 
similar figures for the geneml student population within the sauie 
kind of income ranges. 
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Mr. Spearmax. Mr. Chainnan, you mi^rht also want to ivcall tlio 
article reporting that the performance in En<jrli.sh and math bv lu«rh 
scliool applicants is in general decline. * ^ 

Mr. O'Haka. The. number who are liguring that out for them.selves 
is diminishing, then. 

Mr. SpEAPJvtAX. Yes. 

Mr. QuiE. Will you yiehl ? 

Mr. OTlAit^v. Yes. 

Mr. Q.uiE, Another way to look at the $15,000 rai.se fur thone with a 
business farm— if yon'ilid not do that you take a o^percent penalty 
against it, whicli is $7;10, so that means ''everybody who iias a cliild 
actually gets $500, or are rathei- $750 better olf. So even though you 
don't come up to full eipiity at that time, at the lower incomes," it Is a 
tremendous benefit and Jielp. 

The difference is that the fai-mer is earning his money and the busi- 
nessman is earning his money from that equity, but the homeowner is 
not earning his money from eiputy in his hoine but rather is earning 
money from a job elsewhei-e and therefore it is not penalizing in any 
way for tlie equity that goes into that job. 

I saw by the estimate that it takes an investment of about $25,000 
to develop one job in this country. That means somebody else has the 
equity and, thei'efore, the wage earner is not 2)enali/-od tor this equity 
where the person who owns the farm or business is penalized. 

But I think there is a i-eason for trading. 1 like what you suggest 
for the homeowner. Is it better to move the equity up rather than 
moving that general figure up? 

Mr. O'ITaua. That is an interesting question, whether that might 
not make some sense. T am conc(M'ued about the proposed wording of 
the whole thing. If I can call your attention to the proposed 
regulations: 

If tlie net assets deterniintKl in pura^rraph A(l) of tliis soction include furni 
assets or bnsiness assets, dodiiot an assc-c rescrvo (if .^25.000 trom the not as;spts. 

All rights I have a situation. Let's say niy wife ha>s a small business, 
a landscaping kind of thing, and she has maybe $1,000 worth of 
assets. That is because it is mostly operated out of her head and you 
don't count that, so, in any event, if she has $1,000 woith of business 
assets, then you deduct an asset reserve of $25,000 fi'om the net assets, 
right? 

^Ii-. VoiOT. That is correi't in that case. We debated that ^vhole 
questioji at length. The result I'eally revolves around simplicity of the 
form and how asset information, particularly for farmei^s, is reported. 
Frequently a farmer looks at his farm, including horn equity, and just 
reports it as one item, although there is clearly a home on the farm. 
We try to develop a form which is easy to nndcrstantl. We would be 
reluctant to add any item which would complicate it and have stu- 
dents try to determine how to report accui'ate information for separate 
categories. 

At the moment I don't have a frequency count on how often students 
combine assets such as home and farm, but niy impression is that it 
happens in a large percentage of cases. 

Mr. Phillips. I take it, Mr* Chairman, your concern is that the pro- 
posal for farm and business assets could, in effect, be nsed for those 
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categories of applicants to get a treniendoiis windfall exclusion on 
home equity. 
Mr. 0'Har.\. That is right. 

Mr. Piiii.urs. If the actual value of farm assets were less than 
$12,500. 

Mr. O'Hailv. Or stocks and bonds. 

Mr. Phillips. Yes. So what you are really proposing is that we ex- 
plore the possibility of havin^f, in effect, three categories of assets 
which would have a higher exclusion level — home as well as farm and 
business — and then perhaps treat the others separately? 

Mr. O'Hailv. Not excluded, though, beyond the value of the par- 
ticular kind of --tsyets. That is what my concern is there. 

Mr. Phillips. Yes. 

Mr. O'Hara. If I had $50,000 in nonbusiness assets and $2,000 in 
business assets, my asset reserve would not be $12,500? 
Mr. Phillips. It would be $25,000. 
Mr. O'Haiu. Yes ; it would be $25,000. 
Mr. VoiGT. Tliat is true. 

Mr. O'Hailv. Even though my $2,000 of business assets would let 
me write off an additional $10,500 of non-business assets. 

Mr. VoiGT. You are quite correct. I think when you look at it in 
terms of the form itself and how one collects that kind of data (many 
small businessmen ideally operate out of their homes) it is difficult to 
try to separate the portion of assets attributable to the business from 
the portion of assets considered as home equity. 

Mr. Phillips. I think we understand your point and I think we cer- 
tainly will look into it and at least be very conscious of the wording 
problem you have identified. 

As I say, we will be happy to explore some alternatives in consulta- 
tion with your staff'. 

Mr. 0'Har.\. That will be one of the things you will consult the 
staff' about? 

Mr. Phillips. Yes. 

Mr. 0'HaRc\. No further questions. 

[The material referred to follows:] 

SUMMARY STATISTICS-BASIC GRANT PROGRAM 



1974-75 1975-76 i 



Number of applications processed 1, 304, 877 1, 675, 439 

Number of applications returned (insufficient data) 190, 793 117, 980 

Number of vand applications I, JH 084 1, 557, 459 

Number of applicants qualified - 681, 648 1, Oil, 078 

Number of applicants not qualified 432. 436 « 

Percentage of valid applicants qualifying 61. Z 64. 9 

Data summary of valid applicants: 

1, Dependent students: 

Number of applications from dependent students 896. 366 1, 250, 544 

Percentage of valid applications from dependent students 80. 5 BQ. 3 

Number of dependent applicants who qualify 532, 705 

Percentage of dependent applicants who qualify 59. 5 62. 8 

2, Independent students: . « , «,r 

Number of valid applications from independent students 217. 718 306, 915 

Percentage of valid applications from Independent students 19. 5 ^^^^JiJ 

Number of Independent appficants who qualify ^ 148,943 225.933 

Percentage of independent applicants who qualify ^ 68. 4 73. 6 

3, Applicants with farm assets: 

Kumber of dependent applicants with farm assets "'Ff '^'i n 

Percentage of dependent applicants with farm assets 5.8 5.9 

Number of dependent applicants with farm assets who qualify 23. 261 36. 972 

Percentage of dependent applicants with farm assets who qualify 44. 4 50. 5 
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SUMMARY STATISTICS.{9ASIC GRANT PROGRAM-Contlnued 



1974-75 



1975-76 > 



4. Applicants with busine&s assets: 

Numtwr of dependent applicants with business assets 

Percentage of dependent applicants with business assets.... 

Number of dependent applicants with business assets who qualify 

Percentage of dependent applicants with business assets who qualify 

5. Social security educational benefits recipients: 

Number of applicants receiving social security educational benefits 

Percentage of applicants receiving social security educational benefits 

Number of applicants receiving social security itKiucational benefits who 

qualify 

Percentage of applicants receiving social security educational benefits who 

quahfy 

6. Veterans educational benefit recipients: 

Number of applicants receiving veterans educational benefits 

Percentage of applicants receiving veterans educational benefits 

Number of applicants receiving veterans educational benefits who qualify... 
Percentage of applicants receiving veterans educational benefits who 
quahfy 

t Applications processed as of Sept 3, 1975. 

TABLE ll.-<1975-76)i DEPENDENT APPLICANTS BY ELIGIBILITY STATUS AND INCOME RANGE 



56. 107- 


81.568 


6.3 


6.5 


27. 286 


42,627 


48.6 


59.6 


115. 791 




10.1 


57,518 


49.7 


59, 736 


74.298 


5.4 


4.8 


23, 258 


44. 127 


38.9 


59.5 



Income range 



Total applicants 



Oto $3,000 to $4,500 to $6,000 to $9,000 to 
$2. 999 $4, 499 $5. 999 $8. 999 $11. 999 



$12,000 
plus 



Total 



Quahfying (percent) 

Nonaualifying (percent).. 
Total percentage 



Percent of total number of applicants. , 



each income range. 



99.3 


98.4 


96.1 


90.5 


76.8 


22.5 


61.0 


.7 


1.6 


3.9 


9.5 


23.2 


77.5 


39.0 


100.0 


100.0 


100.0 


100.0 


100.0 


100.0 


100.0 


78. 821 


63.360 


66. 386 


138, 109 


135. 196 


361. 433 


843. 305 


9.4 


7.5 


7.9 


16.4 


16.0 


42.9 


100.0 


78. 284 


62.345 


63,763 


124. 990 


103. 782 


81. 227 


514. 391 


15.2 


12.1 


12.4 


24.3 


20.2 


15.8 


100.0 



> Based on applications processed as of July 4. 1975. 

TABLE Ill.-ELIGIBILITY INDEX LEVEL BY FAMILY INCOME FOR QUALIFIED DEFINDENT APPLICANTS. TOTAL 
NUMBER OF PERSONS AND PERCENT IN EACH INCOME RANGE (1975-76) 

Total 

income range qualified 

— ^ applicants 

$6,000 to ^.000 to by eligibility 

$8,999 $11,999 $12,000 plus index 



Eligibility index $0 to $2,999 



76.054 
97.2 
1. 266 
1.6 
463 
.6 
270 
.3 
156 
.2 
75 
.1 



$3,000 to $4,500 to 
$4,499 $5,999 



0 to 200 

Percent 

201 to 400 

Percent 

401 to 600 

Percent 

601 to 800 

Percent 

801 to 1,000... 

Percent 

1.001 to 1.200.. 
Percent 



58. 836 
94.4 
1.683 
2.7 
788 
1.3 
487 
.8 
333 
.5 
218 
.3 



53. 649 
84.1 

5.171 
8.1 

2.110 
3.3 

1.312 
2.1 
871 
1.4 
650 
1.0 



64. 762 
51.8 
23.102 
18.5 
16. 937 
13.5 
10. 138 
8.1 
6. 077 
4.9 
3. 974 
3.2 



15. 518 

14.9 
16,646 

16.0 
21.356 

20.6 
21,126 

^0.4 
17.710 

17.1 
11. 426 

11.0 



1.799 
2.2 
4.808 
5.9 
10. 773 
13.3 
17,282 
21.3 
22. 607 
27.8 
23,958 
29.5 



270.618 
52.6 
52. 676 
10.3 
52. 427 
10.2 
50. 615 
9.8 
47. 754 
9.3 
40. 301 
7.8 



Total , 

Percent 

Percent of applicants 
in each income range.. 



78. 284 
100.0 

15.2 



62. 345 
100.0 



12.1 



63. 763 
100.0 

12.4 



124. 990 
100.0 

24.3 



103. 782 
100.0 

20.2 



81.227 
100.0 



15.8 



514.391 
100. Q 

100.0 



TABLE IV-A.-ASSET RANGE BY TYPE OF ASSET FOR ALL DEPENDENT APPLICANTS (1975-76 >) 



Farm equity for Business equity for 
farmowners business owners 



Home equity for 
homeowners 



Total asset equity 
for all dependent 
applicants < 



Assat range 



Number Percent Number Percent Number Percent Number Percent 



J to $7.499 15.313 30.3 

♦7,500 to $12.500 5.051 10.0 

512.500 to $25,000 10.163 20.1 

J25.000 to $35»000 5. 243 10. 4 

$35,000 plus 14, 804 29. 2 

Total 50,580 lOO.O 

< Application processed as of July 4, 1975. 

> Includes 151,326 applicants reporting no assets. 



35,178 
4, 929 
6,896 
2,032 
3, 047 



67.5 
9.5 

13.2 
3.9 
5.9 



193,487 
112. 488 
180,215 
42, 998 
16,187 



35.5 
20.6 
33.0 
7.9 
3.0 



384.225 
115,469 
201,010 
68, 526 
74, 075 



52, 082 100. 0 545, 375 100. 0 843, 305 



45.6 
13.7 
23.8 
8.1 



100.0 
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TABLE IV~B.-ASSET RANGE BY HPE Of ASSET FOR ALL QUAUFIEO DEPENDENT APPUCANT$(197&-76 0 



Asset range 



Farm equity for 
eligible farmomiers 



Number 



Business equny 
fer eligiblfl 
btjsiness owners 



Homs equity for 
elipble homeowner 



Total asset equity 
for all eligible 
dependent 
applicants 



Percent Number Percent Number Percent Number Percent 



0 To 7,499 11.271 

J7.50O to $12,500 3,139 

Jli,500 to $20,000 5.288 

$2b,000tt/ $35,000 1.966 

35,000 plus 2,m 

Total 24.385 



46.2 
12.9 
21.7 
8.1 

n.i 



21.279 
2. 190 
2,256 
404 
278 



80v6 
8.3 
8.5 
K5 
1.1 



151,252 
65,379 
66,247 
6, 103 
1.260 



52.1 
22.5 
22.8 
2.1 
0.5 



328.347 
74.965 
89.159 
14.004 
7,916 



63.8 
14.6 
17.3 
2.7 
1.6 



100. li 26, W 100. 0 290, 241 100. 0 514. 391 



100.0 



> Applicants processed as of July 4. 1975. 

Addendum— Table IV 

FARM OWNERS 

A cotnparlson oi dependent appUcants reporting farm assets in^Jjcates that 
approximately 45% Iwve net assets of less than $25,000, whereas, 60.4% have 
farm equity of $25,000 or less. 

BUSINESS OWNERS 

A comparison of dependent applicants reiwrtinff busings assets indicates that 
approxluiately 5T% have net assets of less than $25,000, whereas, 90.2% have 
business equity of $25,000, or less. 

HOME OWNERS 

A comparison of dependent applicants reporting home equity indicates that ai>- 
proximately 4(5% have net assets of $12,500 or less whereas 56.1% have home 
equity of $12,500 or less. 

TABLE V-A.-MEAN HOME EQUITY FOR ALL DEPENDENT APPLICANTS BY TOTAL INCOME 0975-760 





Homeowners 




All applicants 


Home equity for 
hnmrMwriAr^ — 


ToUl 
asset equity 


Income range 


Number 


Percent 


Number 


Percent 


Mean 


(homeowners) 


0 to $2.999 

J3.000 to 5*,499 

J4,500 to J5.999 

$6,000 to $8.999 

$9,000 lo $11,999 


33. 836 
28. 738 
32.306 
76. 356 
88.025 
286. 114 


6.2 

5.9 
14.0 
16.1 
52.5 


78,821 
63,360 
66. 386 
138^109 
li5, 196 
361.433 


9.3 
7.5 
7.9 
16.4 
16.0 
42.9 


$6,345 
1- 082 
8.058 
9.414 
10.674 
14.809 


$8,500 
9.288 
10.539 
12. 191 
14.018 
19.229 




545. 375 


100.0 


834.305 


lOO.O 


12.0S4 


15.699 



t Applications processed as of July 4. 1975. 
TABLE V-B.-MEAN HOME EQUITY FOR ALL QUALIFIED DEPENDENT APPLICANTS BY TOTAL INCOME 0975-76 0 



Eligible homeowners 



Income range 



Number 



Percent 



Alt eligible applicants 



Number 



Percent 



Home equity 
for eligible 
home> 
owners — 
Mean 



Total net 
assets for 
eligible 
homeowners 



tn to $2.999 

$3,000 to $4.499.. 
$4,500 to $5,999... 
$6,000 to $8.999... 
$9,000 to $11.999.. 
$12,000 plus 

Totol 



33 .625 
28.286 
31 .065 
69.148 
66.902 
61 .215 



11.6 
9.7 
10.7 
218 
23.1 
21.1 



78.284 
62.345 
63.763 
124 .990 
103.782 
81 .227 



15.2 
12.1 
12.4 
24.3 
20.2 
15.8 



$5,665 
6.348 
6.932 
7.528 
7.315 
7,822 



$7,702 
8.317 
8.923 
9.339 
9.384 
9.666 



290.241 



100.0 



514.391 



100.0 



7,146 



9.085 



> Applications processed as ai July 4. 1975. 
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TABLE VI-A.-MEAN BUSINESS EQUITY FOR ALL DEPENDENT APPLICANTS BY TOTAL INCOME (1975-761) 





Business owners 


All applicants 


Business 
equity for 

business 
owners- 
Mean 


Total net 
assets 
(business 
owners) 


Income range 


Number 


Percent 


Number 


Percent 


SO to $2,999 

$3,000 to $»,499 

$4,500 to $5.999 

$6,000 to $8.999 

$9,000 to $11,999 

$12,000 plus 


3, 305 
3,092 
4, 027 
9,966 
9,580 
22, 112 


6.4 
5.9 
7.7 
19.1 
18.4 
42.5 


78.821 
63,360 
66,386 
138,109 
135, 196 
361, 433 


9.3 
7,5 
7,9 
16.4 
16.0 
42.9 


$4,833 
5, 550 
5,655 
5,714 
6, 536 
9, 313 


$22,818 
21, 216 
21,881 
23, 657 
25,913 
37, 333 


Total 


52,082 


100.0 


843,305 


100.0 


7,323 


29,543 


I Applications processed as of July 4, 1975. 












TABLE VI-B.-MEAN BUSIN ESS EQUITY FOR ALL QUALIFIED DEPENDENT APPLICANTS BY TOTAL INCOME (1975-76 >) 




Business owners 


All applicants 


Business 
equity for 
business 
owners- 
Mean 


Total net 
assets for 
business! 
owners 


Income range 


Number 


Percent 


Number 


Percent 


0 to $2,99S^ 

$3,000 to $4,499 

$4,500 to $5W 

$6,000 to $8,999 

$9JM0 to $11,999 

$12,000 plus 


3,236 
2, 934 
3,593 
7,621 
5,571 
3,452 


12.2 
11.1 
13.6 
28.9 
21.1 
13.1 


78,284 
62,345 
63,763 
124,990 
103,782 
81.227 


15.2 
12.1 
12.4 
24.3 
20.2 
15.8 


}3,631 
4, 246 
3,784 
2,183 
1,171 
-695 


}20,12 5 
17,64 3 
16,707 
14,926 
12,666 
11,324 


Total 


26, 407 


100.0 


514,391 


100.0 


2.218 


15, 160 



> Applications processed as of July 4, 1975. 

TABLE VIM.-MEAN FARM EQUITY FOR ALL DEPENDENT APPLICANTS, BY TOTAL INCOME (1975-76«) 





Fern? owners 




All applicants 




Farm equity 
for farm- 
cwneri— 
Mean 


Total net 
assets (farm- 
owners) 


Income range 


Number 


Percent 


Number 


Percent 


0 to 2,999 

$3,000 to $4,499 

$4,500 to $5,999 

$9. 000 to $11,999 

$12,000 plus 


5,91S 
4,032 
4,419 
!J,17< 
8,350 
18. 587 


11.7 
8.0 
8.7 
18.1 
IS. 7 
'36.8 


78,621 
63,360 
66,386 
138, 109 
135, 1S6 
3Sl, 433 


9.3 
7.5 
7.9 
16.4 
16.0 
42.9 


$23,575 
23, 478 
24,519 
26,017 
27.848 
39, 058 


$31,327 
31,538 
33,850 
35,881 
38,829 
56.348 




50,580 


100.0 


843,305 


100.0 


30,497 


42,838 



t Appticalions processed as of July 4, 1975.v 
TABtE VII-B.-MEAN FARM EQUITY FOR ALL QUALIFIED DEPENDENT APPLICANTS BY TOTAL INCOME (1975-76 0 





Eligible farxnowr.ers 


All eligible applicants 


Farm equity 
for eliglbte 
farmowner^ 
Mean 


Total net 
assets for 
eligible 
farmowners 


fncofne range 


Number 


Percent 


Number 


Percent 


0 to $2,999 

$4,500 to $5.999 

$6,000 to $8,999 

19,000 to $11,999 

$12,000 plus 


5,676 
3,633 
3.483 
5,792 
3,768 
2,015 


23.3 
14.9 
14.3 
23.7 
15.5 
8.3 


78,284 
62,345 
63,763 
124,990 
103,782 
81,227 


15.2 
12.1 
12.4 
24.3 
20.2 
15.8 


}!9,348 
16,531 
14,686 
12,227 
8,332 
6,040 


}25.874 
23,338 
21,620 
18, 704 
14,494 
13,067 




24,385 


100.0 


514,391 


100.0 


13,761 


20,360 



1 Applications processed as of July 4, 1975. 
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TABLE VIII-A.-TOTAL ASSET LEVEL FOR ALL DEPENDENT APPLICANTS BY TDTALlNCDME <1975-76i) 





All asset owners 


All applicants 




Asset level 
all asset 
owners- 
Mean 


Total net 
assets for all 
dependent 
spplicants 


Income range 


Number 


Percent 


Number 


Percent 


Olo $2,999 

$3,000 to $4,499 

$4,500 to $5,999 

$5,000 to $8.999 

$9,000 to $11,999.. . . 
$12,000 plus 


43,946 
38,129 
44, 790 
107, 126 
117.057 
340,931 


6.3 
5.5 
6.5 
15.5 
16.9 
49.3 


78,821 
63, 360 
66,386 
138,109 
135, 196 
361,433 


9.3 
7.5 
7.9 
16.4 
16.0 
42.9 


$12, 157 
11,888 
12.856 
14, 012 
15,605 
21,584 


$6,778 
7,154 
8.674 
10,869 
13.511 
20,360 


Total 


691, 979 


100.0 


843, 305 


loao 


17.706 


14,526 



1 Applications prxessed as of July 4, 1975. 
TABLE VIII-B.-TOTAL ASSET LEVEL FOR ALL QUALIFIED DEPENDENT APPLICANTS BY TOTAL I NCOME (1975-76 ») 



Asset level for 





All eligible asset owners 


All eligible applicants 


all eligible 
asset owners— 
Mean 


Total net asset 
for all eligible 
applicants 


Income range 


Number 


Percent 


Number 


Percent 


0 to $2,999 

$3,000 to $4,499 . . . 
$4,500 to S5.999. .. 
S6,000 to $8,999...... 

$9,000 to $11,999. .. 
$12,000 plus 


43, 433 
37, 135 
42, 184 
94. 086 
86,182 
71,655 


11.6 
9.9 
11.3 
25.1 
23.0 
19.1 


78,284 
62,345 
63. 763 
124, 990 
103.782 
81. 227 


15.2 
12,1 
12.4 
24.3 
20.2 
15.8 


$10,652 
9,956 
9,855 
9,427 
9,018 
9,380 


$5,910 
5. 930 
6,520 
7,096 
7,489 
8,274 


Total 


374,625 


100.0 


514, 391 


100.0 


9,568 


6.968 



1 Applications processed as of July 4, 1975. 
ILLUSTRATION OF PROPOSED CHANGE IN THE FAMILY SIZE OFFSETS, ESTIMATED 10-PERCENT CPI INCREASE 
(Family of 4^1 parent worlting, family income— $10,000, income tax paid— $800, 1 child in college) 

1976-76 Proposed 
offsets offsets 



Family Income $10.20J $»0.M0 

Less income Ux paid 800 800 

Effective income 9.200 9,200 

Less family size offset 5.200 V700 

Discretionary income 4. 000 3, 500 

Times expectation rate ^20 "JO 

Total 800 700 



ILLUSTRATION OF PROPOSED CHANGE IN THE TREATMENT OF ASSETS ($12,500 ASSET RESERVE) 

(Family of 4—1 parent working, family income— $10,000, income tax paid— $300, net assets of family— $15,335, 1 child in 

college) 

Present 

method Proposed 



Family income $10. OM $10,222 

Less income tax paid . 800 800 

Less family size offset 5' S29 5' ?2J 

Discretionary income 4. 000 4, 000 

Times expectation rate - 20 -jxi 

Expectation from income fx9 .c 

Net assets 5.335 5,335 

Less asset reserve 10.000 12,500 

Available assets - 5,335 2,835 

limes expectation rate -OJ • 

Expectation from assets - 267 in 

Expectation from income and assets - 1.067 942 
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lamFATION OF PROPOSED CHANGE IN THE TREATMENT OF ASSETS ($12,500, ASSET RESERVE>-ConUnued 

Prasent 

method Proposed 



With 03tlmated iO percent CPI increese: ,„ _ 

Su^fc::::::::::::::::::::::::::::^ fjog f.200 

Less family size offset 5' nSn V snn 

Olsatllonary Income ^ 3- ^ 

Times axpfctation rate - ]^ 'jfji 

IS/^v;^:::::::::::::::::::::::::::::::.: igw? 

Available assets 5,335 Z,83| 

Times expectation rate -Jii yii 

Expectation from assets 



Expectation from income and assets.. 



1,067 842 



ILLUSTRATION OF PROPOSED CHANGE IN THE TREATMENT OF ASSETS (FARM AND BUSINESS $25,000 ASSET 

RESERVE) 

IFamlly of 4—1 parent working, family incom»-J10,00Oj^income tax paid— $800, net assets of family-$30,000, 1 child in 

Present 

method Proposed 



Family income W.Wg lO.WO 

Less tax paid 9 jgg 9 5" 

Effective income |.zoo 

Less family size offset 5' 200 J. zoo 

OiSretionarv Income 

Times expectation rate 

30, 000 30, 000 

i«/Si?7i^i '. ' 10 WM 25,000 

20:^? 5,000 

Expectation from Incomeand assets 1, 800 1, 050 

10.000 10,000 

SS'tiJS' :: :::::: :::: soo soo 

Lessiaxpaia q ?nn 9 200 

Effective Income 3'5ffi s'tm 

Less family size offset IfSR effl 

Discretionary Income *• 0™ 3, bOO 

Times expectation rate isji ••jfX 

&L?!SiH 30. 000 30, 000 

Less asset reserve - - 9n nnn s nnn 

AvaiUbleassets 20,000 s,ooa 

Times expectation rate , fj^ jcA 

Expectation from assets i,ooo 



Expectation from Incomeand assets. 



1,800 950 



SUMMABY OF CALCULATIONS— ESxPECTED FAMILT (^NTBIBUTION FOB DEPENDENT 

Students 

Academic year 1915-16; $10,000 income no assets, i-member family, 1 in college, 

current treatment 

1. Parents' adjusted gross income in 1974 ??a*SS2\ 

(a) Amount earned by father ^ 

(b) Amount earned by mother (0) 

2. Total other family income in 1974 — " 

3. % of veterans educational benefits (to be received between July 1, 

1975 and June 30, 1976) 2- 
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4. Ar?.nual adjusted Income (lines 1 plus 2 plus 3) 10,000 

5. Paf^jnts* Federal Incr-ne tax i>ald for 19<4 ,_Z__ 

a Effective family income In 1974 ^'^^ 

7. Family size offset ^"^^'"^O) 

8. Unusual expenses JqC 

9. Employment expense offset — 

10 Total offsets against income (lines 7 plus 8 plus 9) o,zuu 

11. Discretionary Income (line 6 minus line 10) ™ 

l** If line 11 is a positive amount, multiply discretionary income^ 
^* applicable rate ($1 to $4,999 at 20 percent; $5^ or more, $1,0W) 
plus 30 percent of amount In excess of $5,000) to obtain stand- 
ard contribution from income. If line 11 is a negative amount, ^ 
enter 0 q 

13. Determine net assets of parents 

14. Subtract asset reserve .iii, vw 

15. Available parental assets (line 13 minus line 14) 0 

la Multiply available parental assets by 0.05 — - " 

17 Enter line 16 as standard contribution from available parental 

assets. If line 16 Is negative, enter 0 ^rr-.-T'" 

18. If line 11 Is a negative amount, enter that amount as a positive 

number ; otherwise enter 0 — — — - 

19. Subtract line 18 from line 17 to obtain contribution from parental 

assets. If negative number enter 0 -— 

20. Add lines 12 and 19 to obtain contribution from family income 

and parental assets 

*>! Multiply line 20 by multiple student rate to determine expected 
family contribution for each member in postsecondary educa- 
tlon A 

22. Determine net assets of student JJ 

23. Multiply student's net assets by 0.33 ^ 

24. Student eligibility Index equals sums of lines 21 and 23 800 

icademlc year 1976-77: $10,000 income no assets, f wicntftcr family, 1 in eollege, 
CPI change, 10 percent increase, estimate proposed 

1. Parents* adjusted gross Income in 1975 ma 

(a) Amount earned by father ^ 

(b) Amount earned by mother ^"^ 

2. Total other family Income In 1975—- ;*:T"V 

3. V> of veterans educational benefits (to be received between July 1, 

*197C and June 30, 1977) , 

4 Annual adjusted Income (lines 1 plus 2 plus 3) 

5. Parents* FtMleral Income tax paid for 1975 

C. Effective family Income In 1075 ^* 

7. Family size offset ^"^^'"^oi 

8. Unusual exi^enses 

9. Employment expense offset—-- — — v ; 

10 Total offsets against income (Imes 7 plus 8 plus 9) &. 

11 Discretionary Income (line 6 minus line 10) . ~- ^.ouu 

12 If line 11 Is a positive amount, multiply dis^iretlonary Income by 

applicable rate ($1 to $4,999 at 20 percent; $5^ or more, 
$1,000 plus 30 percent of amount In excess of $5,000) to obtain 
standard contribution from Income. If line 11 Is a negative 

amount, enter 0 

la Determine net assets of parents ^ 

14. Subtract asset reserve ""^^'^ 

15. Available parental assets (line 13 minus line 14) 0 
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10. Multiply available parental assets by 0.05 0 

17. Enter line 10 as standard contribution from available x)arental 

assets. If line 16 is negative, enter 0 0 

18. If line 11 is a negative amount, enter that amount as a positive 

number; othenvise enter 0 o 

19. Subtract line 18 from line 17 to obtain contribution from i>arentaT 

assets. If negative number enter 0 0 

20. Add lines 12 and 19 to obtain contribution from family income and 

parentJil assets 700 

21. Mnltiply line 20 by multiple student rate to determine expected 

family contribution for each member in postsecondary educa- 
tion 700 

22. Determine net assets of student o 

23. Multiply student's net assets by 0.33 Z 0 



24. Stndent eligibility index equals sums of lines 21 and 23 700 

Academic year i<?75-76'; Asact oanc — $10,000 Uicome, 4 member family, J in 
college, current treatment 

1, Parents' adjusted gross income in 1074 $10, 000 

(a) Amount earned by father (10,000) 

(b) Aniount earned by mother (O) 

2, Total other family income in 1974 0 



3. of veterans edncational hi»!iefits (to be received between July 1, 

1975 and June 30. 1070) 0 

4. Aininal Jtdjnsted inciune (lines 1 plus 2 pins 3) 10,000 

5. rnreiits' Federal income tax paid for 1974 —800 



0. Effective family income in 1074 9,200 



7. Family size offset ( 200) 

S. Unnsual expenses (0) 

9. Employment expense offset (0) 

10. Total offsets against income (lines 7 plus 8 pins 8) 5,200 

11. Discretionary income (line 0 minus line 10) : -^,000 

12. If line 11 is a positive amount, multiply discretionary income by 

applicable rate ($1 to $4,990 at 20 percent ; $5,000 or more, $1,000 
plus 30 percent of amonnt in excess of $5,000) to obtain standard 
contribntion from income. If line 11 is a negative amount, 
enter 0 800 

13. Determine net assets of parents 15, 335 



14. Subtract asset reserve —10, 000 



15. Available parental as.sets (line 13 minns line 14) 5,335 

10. Multiply available parental assets by 0.05 207 

17. Enter line 10 as standard contribution from available parental 

assets. If line 10 is ne;?ative, enter 0 267 

18. Ii line 11 is a negative amount, enter that amonnt as a positive 

number; otherwise enter 0 0 

19. Subtract line 18 from line 17 to obtain contribntion from parental 

assets. If negative number enter 0 267 

20. Add lines 12 and 19 to obtain contribution from family income and 

parental assets 1,067 

21. MnlViply line 20 by mnltiple stndent rate to determine expected 

frnnlly contribution for each member in postsecondary ednca- 

t'ion 1, 067 

22. Determine net assets of student 0 

23. Multiply student's net assets by 0.33 0 



24, Student eligibility index equals sums of lines 21 and 23 1,067 
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Academic year 1976-77: Asset case — $10,000 income, $12,590 asset reserve, 
10 percent CPI increase, estimate 

Proposed 

1. Parents' adjusted gross income in 1075 $10,000 

(a) Amount earned by father (10,000) 

(b) Amount earned by mother (0) 

2. Total other family income in 1975 0 

3. of voteruns educational benefits (to be received between July 1, 

1970 and June 30, 1977 0 

4. Annual adjusted income (lines 1 plus 2 plus 3) 10,000 

5. Parents' Federal income tax paid for 1975 —800 

0. Effective family income in 1975 0,200 

7. Family size offset (_|_5^700) 

8. Unusual expenses (0) 

9. Employment expense offset (0) 

10. Total offsets against income (lines 7 plus 8 plus 9) 5, 700 

11. Discretionary income (line 6 minus line 10) 3,500 

12* If line 11 is a positive amount, multiply discretionary income by 

applicable rate ($1 to $4,999 at 20 percent; $5,000 or more, 
$1,000 plus 30 percent of amount in excess of $5,000) to obtain 
standard contribution from income. If line 11 is a negative 

amount, enter 0 700 

13. Determine net assets of parents 15,335 

14. Subtract asset reserve —12,600 

15. Available parental assets (line 13 minus line 14) 2, 835 

16. Multiply available parental assets by 0.05 142 

17. Enter line 16 as standard contribution from available parental 

assets. If line 16 Is negative, enter 0 142 

18. If line 11 is a negative amount, enter that amount as a positive 

number ; otherwise enter 0 0 

19. Subtract line 18 from line 17 to obtain contribution from parental 

assets. If negative number enter 0 142 

20. Add lines 12 and 19 to obtain contribution from family income and 

parental assets 842 

21. Multiply line 20 by multiple student rate to determine expected 

family contribution for each member in postsecondary educa- 
tion 842 

22. Determine net assets of student 0 

23. Multiply student's net assets by 0.33 0 

24. Student eligibility index equals sums of lines 21 and 23 842 

Academic year J 973-7 6: Assets ease — $ J 0,000 income, 4 member family, 1 
in college (farm and business) current treatment 

1. Parents' adjusted gross income in 1974 $10,000 

(a) Amount earned by father (10,000) 

(b) Amount earned by mother (0) 

2. Total other family income in 1974 0 

3. of veterans educational benefits (to be received between July 

1, 1975 and June 30, 1976) 0 

4. Annual adjusted income (lines 1+2+3) 10,000 

5. Parents' Feaeral Income tax paid for 1974 800 

6. Effective family income In 1974 0,200 

7. Family size offset (+5, 200) 

8. Unusual expenses (0) 

0. Employment expense oflfset (0) 
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10. Total offsets against income (lines 7 plus 8 plus 9) 5,200 

11. Discretionary income (line 6 minus line 10) 4,000 

12. If line 11 is a positive amount, multiply discretionary income by 

applicable rate ($1 to $4,999 at 20 percent; $5,000 or more, 
$1,000 plus 30 percent of amount in excess of $5,000) to obtain 
standard contribution from Income. If line 11 is a negative 

amount, enter 0 800 

13. Determine net assets of parents 30,000 

14. Subtract asset reserve —10, 000 



15. Available parental assets (line 13 minus line 14) 20,000 

16. Multiply available parental assets by 0.05 1,000 

17. Enter line as standard contribution from available parental 

assets. If line 16 is negative, enter 0 1,000 

18. If line 11 is a negative amount, enter that amount as a positive 

number ; otherwise enter 0 9 

19. Subtract line 18 from line 17 to obtain contribution from p;ircntal 

assets. If negative number enter 0 1, 000 

20. Add lines 12 and 19 to obtjiin contribution from family income and 

parental assets 1» SOO 

21. Multiply line 20 by multiple student rate to determine expected 

family contribution for each member in postsecondary 

education ^ 

22. Determine net assets of student 9 

23. Multiply student's net assets by 0.33 9 

24. Student eligibility index equals sums of lines 21 and 23 1, 800 

Academic year 1976-77: Aaact ca^e— $10,000 income, 4 member family, 1 in 
voile ffc, $25,000 asset reserve, 10 perccfii CPI increase, estimate 

Proposed 

1. Parent's adjusted gross income in 1975 $19,900 

(a) Amount earned by father (10,000) 

(b) Amount earned by mother (9) 

2. Total other family income in 1975 9 

3. V» of veterans educational benefits (to be received between July 

' 1, 1976 and June 39, 1977) ^ 

4. Annual adjusted income (lines 1 plus 2 plus 3) 19,900 

5. Parents' Federal income tax paid for 1975 —800 

G. Effective family income in 1975 - 9, 200 

7. Family size offset ^"^^'^/Sl 

8. Unusual expenses jO) 

9. Employment expense offset (9) 

19. Total offsets against income (lines 7 plus 8 plus 9) 5,700 

11. Discretionary income (line 6 minus line 10) 3,500 

12. If line 11 is a positive amount, multiply discretionary income by 

applicable rate ($1 to $4,999 at 29 percent; $5,000 or more, 
$1,000 plus 30 percent of amount in excess of $5,000) to obtain 
standard contribution from income. If line 11 is a negative 

amount, enter 0 , TOO 

13. Determine net assets of parents 30,000 

14. Subtract asset reserve —$25, 000 

15. Available parental assets (line 13 minus line 14) 5,000 

16. Multiply available parental assets by 0.05 250 

17. Enter line 16 as standard contribution from available parental 

• assets. If line 16 is negative, enter 0 . 250 

18. If line 11 Is a negative amount, enter that amount as a positive 

number; otherwise enter 0 . 0 

19. Subtract line 18 from line 17 to obtain contribution from parental 

assets. If n^ative number enter 0 * 259 
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20. Add Unes 12 and 39 to obtain contribution from family Income 

and parental assets 95q 

21. Multiply line 20 by multiple student rate to determlne'expected 

family contribution for each member in postsecondary 

education 1 ggA 

22. Determine net assets of student 1111111 I n 

23. Multiply student's net assets by 0,33lIZZIIZIIIIIZIIIIIIIIIIIII o 

24. Student eligibility index equals sums of lines 21 and 23 950 

Mr. SiMOX. Mr. Quie. 

Mr. Quie. To what extent do you have anv knowledge of the amount 
of money that BEOG recipients are receiving from other sources? 
T>^A?? c|uestion of the one-half cost, one-half need. 

BEOG recipients are receiving SEOG work-study grants from States, 
private grants in colleges, and so forth. 

Mr. Phillips. Mr. Quie, our best possible source is going to be the 
fiscal operations reports that were submitted in September, coverin"- 
the immediate prior academic year in which they try to list out all 
of the moneys that go to all of the students under the different pro- 
grams, and we are ti'ying this year to process that information as 
'luickly as possible so that we can be responsive to requests such as 
youi*s. 

Those are massive reports. They come in from 4,000 institutions and 
they have to be edit-checked and sometimes sent back to the institu- 
iiOii for i-epair. But we arc hoping, as we go along the track here, 
wo will be able to supply some data to you. 

I might just say this generally 

Mr. Spkarmax. If I may, there was a correction in there. There are 
almost 10,0 "0 institutions. You have about 4,000 participants in cam- 
pns-based programs and you expand that univei-se to close to 6,000 
when you add the BEOG's universe and then another 4,000 institu- 
tions when you add the banks. Thus, when you try to collate those 
data sources with the State resources data and then extract an un- 
cUiplieated number, in tenns of tlie amount, you can see that it be- 
comes an extremely difficult job to say how much students are receiv- 
ing from other kinds of resources rather than talking in terms of 
^^*n aggregate amount of over $2 billion or $4 billion. 

Ml. Phillips. The otlier possible source is. on October 17, the ap- 
plications will be coming in from institutions for the so-called "tri- 
partite*' application for SEOG, work-study and NDSL, and in the 
application they are supposed 10 list out for the current year (esti- 
mated) and the following year (projected ) the amount of money ex- 
pected to go to all students that have need on a campus. 
Srr. QuiK. And the source? 

Mr. Phillips. Yes, it is supposed to be broken out by source — BEOG, 
r^nd guaranteed loans, and so on. What we hope to do, as those applica- 
tions come in, is to analyze them and provide, I liope, State-by-State 
summaries of what the application matcnals show. 

As a general comment, I thitik the basic grant recipient is increas- 
ingly also getting access to State grant and scholai-ship funds. The 
State programs have expanded rather dramatically over the last 
several years. We are estimating this year over $500 million of State 
scliolarship and grant moneys being available. 

Many States are beginning to adopt a policy that says they won't 
look at ,nn applicant for a State grant until they have a certification 
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tliat tliey have applied for a basic grant as well, and I think what is 
beginnin»r to omcrgi? hvni as a gonoral patloni. is that thoso Statu 
scholai-ship and grant progi-ani.s are beginning to be built on top of 
the basic grant awards. 

A nnmbor of States have, in cU'ect, a kind of State-level entitlement 
that is added to the basic grant. That is one of the i-easons we ai'e so 
anxiou.s to pnrsue some of the pi'ocedurcs that we outlined in the testi- 
mony to a.ssnre coordinated and integrated delivery of Feih'i-al and 
State money under ]^EO( J and State grant pi'ogi'ams. 

Mr, O'lI.AitA. WouUl you have pulled enough of this information out 
by the time we mark up to have a better idea ? 

Mr. Piinj.ii»s, 1 would really have ti-ouble knowing, first, how fa.st 
we can get the information snnnnari/ed. Frankly, I i]on\ know your 
mai'ku]) schedule. 

.\rr. O'I-Iaka. We don't, either. 

Mi\ PiiiLurs. 1 see. 

Mr. Si'KAKM.vN. It would be dillicult to answer that, then. 

Mi\ OMIaka. Our othei- witiU'.'^ses have ct)mc from out of town ami I 
don't know whether they can get together again. 

Mr. Simon. The chaii'man will observe a defeivncc to your judgment. 

So I will therefore declai'e this .session of the subcommittee today 
adjoui-ned. 

Thank you. 

I Whereupon, at 11 rlo a.m., the subconunittee rece.s.sod.] 
[The following testimony was submitted for the record :] 

l*ItKP.\UKl) ST.VTEMK.ST UY NKU, K. JiOIA'AKlJ, lUHlXTOU OK ST.ATK A.N1) FKDKUAI. 
UK.I^VT I O.N S, N ATI O.S A L A S SOU J ATI O .\ OV ST V UK ST Vl S A .N C J A I , .*Vl I) Al) .M 1 .V I ST KATOUS 

.Mr. Cbainnuu ana Mcaibers of the StUwoinuiittee, I nin plensctl with the 
opportunity to uppcar before the suhcojiimittee tlii.s uiorniiig to present the views 
of the Xnticnirtl AssocjiatiojJ of Stndent Kinancial .Vitl Adnunistrators concerning 
the Family CoatribJitioji Scliedijlc for tlie Basic Grants l*ro;j:raui for 1070-77. 
For the record. I ain Xeil Holyard, Director of Financial Aid at West Virginia 
University in .Morgan town, and I have receiitly a.ssnnied the responsihiUties of 
Director of j^tate and Federal lielations for XA^FAA. With nie this morning 
is Walter Schnmcker. Director of Financial Aid at Go.shen College, Goshen. 
Indiana, who has been with the NASFAA Ceiitral Oftice since .7uly 1 a.s an 
inrerJi. Mr. Sohiaijcker will be returning to Goshen wcxt .7ttiiuary 1. 

Bcfon^ discjjssijig the Fainily ContribjUimj Schedules I wonld like to take 
:i njoment to acknowledge the contrihutiojis on behalf of students pa.st and 
futJjre, of two gentlenu'n your t'onimittce cajue to kijow (juite well over the past 
several vears. ^fr. Allan I»urdy. aiy innaediate pred(?eessor. from the University 
of Missmjri at Colinnbla. and Mr. Iliehard Tombaugh. foniier Kxecntive Secre- 
tary of XASF.-VA. AlthoJigh both have left the iK>sitio!is which they were in 
during the development of a working relationship with this committee, they 
each contiJJuc i:' the Financial Aids arena, and each sends wanu regards. 

XASFAAs concern alxmt the Faniily Contrilnition Schedule is a well docu- 
mented record. There has been tcstiinony presented on several occasions ex- 
pressing oJir bi'lief that the Schechdc was providing an injippropriate repre- 
sentation of the ability of fa in i lies to contribiito to iMist-seecmdary education, 
and it has been <mr contention that it was being used to "ration*' funds the 
administration was willing to njakc availnblo for the prograu! by restricting 
the ninnber of eligible stiuleiits. 

In defendiJJg the Fiuuily Contrilnition Schetlule in the past, representatives 
of the Omee of Kdnoation* have stated that it is cxtreincly diflicjjlt to jueasnrc 
MX n sv.stenjfttic ba.sis a family's ability to pay for p«)st-.secondary edjjcation. 
XASFAA and I am reasonably certain that .several other agencies and as.socia- 
tions wojjld concJir with that statement. If it had been a relatively easy task. 
I am conlident that variaiJces in Parental Contributions tables, provided by 
variojjs services in pa.st years, wmld not Imve been so divergent and the efforts 
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initinti'il by the Olliei; (»f Kd unit ion livi» or six yours ago to briiiiLr the tables 
tog(;tUi'r would not have been necfessary. Apprt)xiniately live years ago 1 partiel- 
pateil in a series ol* meetings sijonscu'ed by the Otliee of Edueaticni wiiicli bad 
the single nui.jor purpoi^e of l»ringing together the expeeted euntributioii tables 
of thi' then two nnijor services providing need analysis. 

The Keppel Task Korce. whieii ineluded the nHiee of Kducation as a particl- 
pant. arrived at a uniform methodology for needs analysis during their delibera- 
tions wli It'll ended last spring. The nnijor .^erviet'S have adopted the Uniform 
.Methodology for the eurrenr processing year and now it is tiie Otfiee of Kduea- 
ticMi that promotes the (•(Miiinuaticm of tiie confusion and ine(iuity resulting 
fnnn difl'erent methods of arriving at tJie alillity for faaiilies to supiKjrt iwst- 
seconda rv educati(Mi. 

Si nee N ASK A A has nniintaiuv \ over the year.s that the Family Contribution 
Schedule has been too rcstricrlive iu its determination of eligibility, it is oi)vions 
that adjustments proposed by I'SOK to increase family ^\'ac offsets used to 
determine the anunint of discretionary iuciMue available to the family for 
educational purposes and the adjustment iu the usset reserve are supi)orted 
by tlie AsscH'iatiiMi. However, iu the umttcr of family size otTsets, we maintain 
oiir (MMiceru witli tlie proposed c(mi tinned utilization of poverty level Social 
Security niaiutenanee tig u res fm* the Basic Grant Trogram when BLS low- 
income standard nuiintenauce ullowance:^ are used for deteraiiaing need for 
other federal slmleiit aid programs. Kor example, a family of fcuir (4) applying 
for the i-anipus-hasiHl student aid programs will be provided a family siy-e ofTset 
of approximately .i;7.uiM) to maintain themselves prior to any expectation for 
collegt' cost. In tlie pr()p<)scd Music (irant family sixe otTsets, an allowance of 
only $0,700 would he prnvidetl. IIi>w does (uie explain to a family that they 
can live, on .'?l..*l(tO h»ss if they are applying for a Hasie Orant than if they are 
applying for otluT f(u-ms of student assistaiieeV It seems to us that the family 
sixt' oflsets being proposed are simply inude^piate to retlect a reasonabU? cost 
of living today, :iml are eonseipuMitly expecting undue sacrifice on the part of 
tin' family in onler to provide tin? expeetatituis being <leriveti. We wimld reetun- 
nn«nd that the Masic (.'rant Program utili'/e the same lU.S low-income standards 

he employed by the neid analysis system appr()ved for SKOO. NDSL. and 
t'WSP. rather than the Social Security poverty bivel Hgures IxMng propo.sed. 
We are not disagret'iag with tlu- i>ercentage of adjustment they are proiMJsing 
for cost-of-livintr in tin I ion. but rather the base \n wincli that adjustment is 
being ni>plied. It was far tnu low in the past, and al>plyiug a reasonable adjust- 
ment percentage to an unrcasouabh* base C(uitinues to yield an unreasonable 
family offset. 

Wt» applaud I'SOKs proposal to nuike adjustnu'iits in the asset reserves lor 
families deriving tln>ir income from salaries and wages, and particularly f(U- 
the recognitinn that the as.sets of n farm or business family are renlly ditTerent 
from those wlm do nut depend uptai their property for iaeome generation. Histori- 
cally, the systeujs used for the deternu nation of tumneial need have aeeordHl 
special treatment to farm and bnsiness families in recognititm of the necessity 
to protect a greater porti(ui of those as.sets if their capacity to generate Income 
is to he maintained. AVhile the old adage "a doUar of assets is a dollar of asset.s" 
may he appropriate at some future point in time when all assets might be 
theoretically H(|uidated. it does not h(dd during the period when income is being 
(h'Hved fnuM the utilizati(m of those assets in a farm (u* business. (•onsc»quoutly. 
to compare on an cjpnil basis the asset holdings of a fanner or small busiuess- 
nuiu with Ihnse of a wage ts-irner has been, and continues to be. iueiiui table. 
Kor tile Hasu' <;rant Program t(» recognize this diflVrence in the Family Contri- 
bution Schedule is a nuij()r step forward. 

One miglit debate whether or n(»t the asset reserves being proposed, i.e. 
.«12r>fM) and ^25.000. are ajjer.tpriate. Kstablisliing what those "protected" levels 
.shrudd he is highlv subjective and depends in large part ujMm what purposes 
one is willing to iK'rmit fannlies to accunnilate assets. XASFAA has in previous 
testimonv suggested that the level for wage and salary families would l>c at 
least $ir>,fMXl. Imt that is only our estinuite of reusonablencss as opposeil to 
rsOKs estinuitc of reasonableness. . 

One factor that has historically been considered in evaluating the appropriate 
asset reserve in the need analysis process ha^: l»eeu the age of the primary wage 
earner Kccuionnc theorv would sugge.st that the older the primary wage earner, 
the more he or she should he allowed to reserve for retirement purposes because 
of the lesser time available to accumulate as.sets. The Basic Grant approach, 
apparenrlv for simplicity purposes, has utilized a constant asset reserve for tne 
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entire applicant population. We feel that the variable approach is more respon- 
sive to the financial circumstances of the applicant, hut understand U.SOE's 
desire to utilize a less ecanplicated approach. We woidd continue to sugj^est that 
a $15,000 asset reserve for wage and salaried families is a reasonable figure for 
this program. 

The adjustments to the family size offset for the independent student have 
many of the same prohleniK expressed earlier. The allowances being provided 
simply do not seem adequate to reflect tlie expenses to !)e incurred in providing 
basic family nuiintenance. As a result, an undue expectation is made from the 
student and his or her family for edueatiomil purposes. Here again, we would 
propose that the BLS low-iacome standard is a more appropriate family size 
offset. 

We would like to take this opportunity to urge the Oflice of Kdueation to give 
full consideration to the adoption of the "Consensus Model" or the "nniform 
Methodology" developed l)y the KepiH?l Task Force for tlie purpose of estimating 
family al»ility to pay for postsecondary education. Wc would suggest, as we have 
done so often in the past, that there are better ways to direct the Basic Grant 
Program to the neediest students than to artificially control the eligibility for the 
program through an unreasonably demanding Fandly Contribution Schedule. 
This As.sociation has continually asserted that it is better to recognize a stu- 
dent's tinaneial needs for what they are. and then provide what wo caa with 
the resources available, than it is to delude ourselves into thinking that the 
needs of students are being met when such is not the case. The differences in ex- 
pectations of families under the liasic Grant Trogram aad other programs of 
student assistance unnecessarily complicate' the entire process of delivering as- 
sistanec? to U(K?(ly students. Additionally, to maintain two parallel procedures, 
one for determining eligibility for Basic Grants, and another for estimating 
ufcd for other assistance programs, is unnecessary and ineflicient, not to mention 
confusing to the student and his or her family. We would urge the Of lice of 
Kilucation. anrl the Congress if necessary, to take steps to implement the reeom- 
menilations (»f the Kepjx'l Task Force relative to the simplification of the proc- 
ess through the utilization of the Consensus Model for all calculations of fandly 
ability to pay for postsccondjiry education, and to devise other methods (if 
necessary) to "target" assistance to special categories of needy students. 

Last month a representative of the Oflice of Education stated in a public 
forum that OE strongly endorsed the Student Common Data Form developed 
by the Keppel Task Force but had reservations in employing the form as a Basic 
Grant application for several reas(ms. One reason was rhat the "need analysis" 
data for the Basic Grants Family Contribution Schedule did not rc'cpiire all of 
the items included in the Uniform Methodology calcuhitions ; and. under the pro- 
visions of the Privacy Act the in forum t ion could not be eoUeeted by the Federal 
government ami dissennnated to other non-Federal agencies. This problem could 
be rseolved by adopting the Uniform Methodology for determining need for Basic 
Grants and utilizing other procedures for targeting the funds. The Federal gov- 
ernment would then he using the infornmtion rcfpiested and avoid any eonlliet 
with the provisions of the Privacy Act. 

A second point was the nund)er {»f items on the Student Common Data Form 
would complicate the Basic Grants application since it asks for more information 
than is necessary for processing the Ba.sic Grant application. 

To this point the Association would offer the counter argument that the Office 
of Education is nnssing an exc(»ptionally tine opportunity to become a leader in 
the ndopticai of the Student Common Data Form on a nationwide basis. Since 
the Basic Grants program is promoted as the foundation of student aid. what 
better phice could be found to gather all the required infornaitiou for student 
assistance for Federal. State and Institutional aid programs than with the Basic 
Grant application? Admittedly the Common Data Form requests some infornm- 
tion not included on the present Basic Grant application. However, rather than 
adding complexity, the use of the Common Data Forai for Basic Grants, as 
reconun ended by the Keppel Task Force, would reduce the duplication of forms 
and therefore simplify the overall financial aid process. 

X.VSFAA would like to point out that should the adoption and implementation 
of any of the above recommendations adversely influence the processing time- 
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table for Basic Grants for the aeadeiuie year, that those specilie recon - 

iiieiulatious not he undertaken at this time. 'Hie Association lias long l>^'t'n / 
advocate of moving tho processing to an earlier timetable so tlie program can 
truly become the "foundation to hnild on'Mn .stndent assistance. 

At this tinie 1 will thank yon for the invitation to appear here today. I would 
be happy to respond to qncstion.s you may have. 

[Material submittcHl for inclusion in tlie record follows:] 

C0U.KliK ENTUA.VCK EXA.MI.N'ATI0.N BOAIU), 

Ax'K? VorA-, y.Y,. Aufjust 20, J07o. 

1)1'. Leo.vaiu) H. O. Spkau.man\ 

Avtinf/ AfiHOciatc Commisaionvr far Student AssiHtana 
i .S, bj^vv of EduvMun, WaMnfjton, D.C\ 

Dkau Lkonaku : On behalf of the College Scholarship Service Conneil and A^^sem■ 
hly membership. 1 am writing t(. express both disappointment and eoneern about 
the August 1 and 14 Federal Jimstvr niitit-es of proposed rule niaking regarding 
the regulations governing approval of need analysis systems and the faaiuy eon- 
trilmtiousrliedule for the Basie Grant program. • 

I'hesi* oruiMJsed rules .serve to perpetuate and actually to encourage incQmtRs 
in the awarding of federal aid fund.s to students, and they represent a failure 
on the part of the omce of Kdueation to eapitali/.e on the major eonsensus 
achieved hv the National Task Force on Student Aid Prohlcms (Keppel lask 
Force) to siniplifv and in>prove the student aid process through the n.se of u 
single naticnml sfaadard of need analysis. This "Consensus Model of need 
annlvsls was accmnplislied, as you know, with the best eccmoniic data and advice 
avaiinhle and through extraordinary eooperatiiuj within a full "partnership 
framewcu'k. Fverv major educational as.soeiation iuvt)lved has urged the Com- 
juissioner to support the objectives nf improved tinaneial aid aduiinistratum b.v 
adopting the Consensus .Model as the shigle standard for use in all programs of 

tinaniial aid. , , #. *• i 

Rather than correcting a major liroblcm. the proposed rules have the potentmi 
of defeating these objectives and of conii>ounding wliat presently is an intolerable 
sii nation Although the "conceptual framework'* of the propo.s-d August 1 rule 
wcjuld iKM-mit the approval of the 'Consensus .Alndel' reconnnended hy the 
•Keppel Task Force' and adopted by the Conneil of the College Scholarship Servue 
at unM»ting on June 10. 1!»75 . . .." the Basic Grant and incouje tax "methods 
of need analvsis are exenu>ted frouj the regulatory rcMiuirements and the Com- 
missioner indicates that "i)ther systcjus" may be approved without si)eeifie fea- 
tures of the Consensus Model. WJien compared with the parental contribution 
levels in the system prescrilied liy the proposed regulations, the two exempted 
nu'tlujds produce substantial variances and. thus, inetiuities in treatment of stu- 
dents from similar financial circumstances. 

If "other svstems*' do nf)t include the five integral features of tne Consensus 
Model which the (N)jjunissioner docs not endorse, further inequities will be caused 
hy manv students and families being considered more favorably than others. 

'a related area of eojicern is that the new protJosed regulations make no refer- 
ence to the need of working with "other concerned parties'* in the determinatifju 
<if future nioditicatirms in the benchmark tigures. as did the regidations estab- 
lished Mav 21. lt>7.'. and the '•explanation of propo.sed rule'* indicates ". . . that 
adinstineiits will be made as necessary . . instead f»f updating the figures each 
year. We believe that changes in the system should he niade aimjiaily as i)ertincnt 
empirical data i)econH' available but. unless the language of the proposed rule 
is cl aril led. it suggests the potential of revised figures being re<iuired by the 
Commissioner in the middle of the student aid awards process. 

Again, we would urge the Commissioner to reciuisider the proposed regtdations. 
to loin the linaiicial aid and educational community in endorsing the C(msensus 
Model as the single national standard of need analysis for use with all student 
aid programs, and to assure all concerned t»artles that an o])en and full '^partner- 
ship" concept will prevail as future aeed analysis modifications become necessary. 

Sincerely. _ 

.Tames E. Nelson. 
Vice PrcHitlrnt, Student AfiMstancc Services. 

Enclo.*?ure: CSS Council resolution of .Tune 10. 1075. 
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COLLKOE EXITUNCK EXAMlNATlOX BOARD, 

Xav York, N,y, 

CoLLKOE Scholarship Service Council 
Summary of the Actions Taken at the Meeting of June 10, 107') 

The following action item was considered by the CSS Council : 
Report of the Committee on Xevd AHuesftmrnt Prodcduren, Airs. Dortlin Morri- 
son, Chnlrmnn, presented the report of the C(Mnmittec on Need Assessment Pro- 
cedures on the Uniform Methodology. After considcriuf; the report, the Council 
passed the following resolution unanimously cm a motion made and seconded: 
Resolved: That the CSS Council, upon the reconnnendatlon of CNAP. en- 
dorses the methodology of ueed analysis as outlined in the paper entitled **A 
Uniform Methodolog>- for Measuring Parental Ability to Pay: The Proposed 
National Standards for lJ)75-7«,** dated June 11)7,'), which c(mtains the nmdiflca- 
tions resulting from the review conducted by the panel of economists convened 
under the auspices of the National Task Force on Student Aid I'roblems; that tiic 
methodology be used by the College Scholarship Service during the processing 
year 1&75-76; and 

That the Council recommends to the United States Commissioner of Kducation 
that this uniform methodology be adopted under his existing authority and re- 
sponsibility as the ••benclnnark" standard by which all systems of need' analysis 
will be evaluated and approved beginning with the l!>75-76 processing year.' 

Action Taken «t CSS Committee on Need Asses.sment Procedures Meeting of 
August 21, 1975. 

Resolved : That the Committee on Need A.s.se.s-snient Pnujcdiires urges that the 
U.S. Office of Education use the uniform methodology for the Basic Educational 
Opportjuiity Grants Program. 

Pas.sed ('Manimonsly. 



NATmNAL Association- op Student Financial Am Administrators. 

WaHhhtf/ton, D.C., Septcmhvr 2, 1975. 

Dr. Leonaro H. O. Speaum,\n, 

Aethiff AsHOCiatc Commhsioner for t^tuftent Attfti^tancc. 
Washinffton, D.C. 

Dear Dr. Spearman : I am writing in response to the proposed rules for revision 
of the provisions and standards for approval of private need analvsis svstems, 
as published in the Federal Regtsfer of August 1, 1975. This rcspon.s'e reflects the 
official position of the National Association of Student Financial Aid Admin- 
istrators, as develoijed by our Commij>;sion on State and Federal Relations. 

First, I would like to express our concern that this propo.sed rule was apparently 
not disseminated broadly to the financial aid connnnnltv, as we had been told 
it would. XASFAA cancelled plants to reprint the Fedenil Register publication for 
its niend)ership upon learning rhat USOE intended to distrilmte reprints to all 
participating institjjtion.^. However, as far as we can determine, that distribu- 
tion has never been made. I am sure that you will agree that a matter of this 
importance should be di.^seiainated as broadly as possible to solicit re.spon.ses 
from all sectors. Inasmuch as the Federal Register is not readilv available to 
very many aid administrators, a direct mailing to them is of great importance, 
particularly with a thirty-day response deadline. We do not know what caused 
USOE's change of plans, but we would seek to reinforce the importance of a 
direct distribution to all aid administrators in all future pubhcations of this 
type. At the very least, plea.se advij^e us of your plans not to do so, so that \vc 
may better serve our nieml)ers. 

NASFAA is encouraged to find the Commissioner's agreement to the "basic 
structural features" as developed by the College Scholarship Service and the 
American College Testing Program over the years and embodied in the Con.sensns 
Model adoptetl by the National Task Force on Student Aid ProbleuLS during the 
past year. We believe the Consensus Model represents a huge step forward toward 
a more consistent and uniform determination of student need. We are concerned, 
however, about the unwillingness of the Commissioner to accept or endorse all 
elements of the Consensus Model, which have resulted from a very comprehensive 
analysis of the rationale of need determination by the leading experts in the 
field. While none of the contributors to the Consensus Model would argue that 
any of these elements reflect the ultimate truth, these methods of treatment are 



40 



37 



prohably the most jipproprinte yet devised by nnyonc. and should be used as the 
stiiiidnrd niitil a bolter method is developed, , « . , 

XA«FAA certainly plans to continue its involvement in efforts to improve the 
Consensns Model as we Ket more data and leiiru from our experiences with this 
revised approach to need assessment. We hope that USOE will also continue to 
participate in these efforts. . , . ^ ^T:^r^r^ 

We wonld next like to comment on the continued inclusion of the BbU(» 
method nnd the Inecnne Tax "System" as approved systems for dependent stu- 
dents. While considerable improvement has lieeu made or proposed in the BEOG 
method since the bc^nninR of the program, it still leaves much to be desired as 
a means of assessing a realistic family ability to pay for postsecondary education. 
The BKOG approach nniy lie adeipiate for detennining eligibility for a grant 
program intended to foens npon the most newly student, whereby a high level 
of prceiseness is not essential. However, the BEOG method lacks the sensitivity 
which should be present in estinniting the need for SEOG, SW-SP, and NDSL. 
The standing approval of the BEOG method is additionally inappropriate inas- 
nmch as the resnlts of its JitiUzati(ni do not meet the standards which the Com- 
ndssion'jf has proposed to establish for private systems. If the benchmarks to 
be nsed to evalnafe the private systems are felt to be reasonable, we question the 
approval of the more denmnding family expectations resulting from the BEOG 
method. Stndents applying to schools using that method will be discriminated 
against in comparison to the large bulk of applicants to be evaluated by private 
systems whieli meet the benchmark standards. If greater national consistency 
is a desirable objective, and we believe that it h\ the approval of the BEOG 
method works against the achievement of that - 

MmvU the same argnnient can be made agaiL*<i approval of the Income Tax 
'•System." It is probably even less reflective of family ability to i>ay, inasmuch 
as the federal income tax is regressive iu nmny respects, and frequently favors 
those families with large dednctions for cxiienses not normally recognized for 
need analysis pnrposes. Yet hi other respects tlie Income Tax ''System" fails 
to recognize linancial circumstances which do affect the family's ability to pay 
and whicli are recognized elements of the conceptual framework with which the 
Connnissioner agrees. As with the BEOG method, the Income Tax "System'' 
shonld not be provided special di.s|)en.sation because it is more demanding of 
most families than wonld n private system meeting the proposed standards. 

However, if the Connni.s.sioner is to coiUinne the apprm-al of the Income Tax 
"System." we would nrge that the final regnlations be changed to make the treat- 
ment of ns.s(»is consistent with tliat being propose<l for the BEOG method, i.e., 5 
percent of net as.sets in excess of $12,500 ($25,000 in the case of business and farm 
families). This is far more rea.souable and reduces the inconsistency between the 
re.snlfs of the BEOG method, the Income Tax "System,'* and the approved private 
systems. 

One la.st ol).servation nni.st be nmde in closing. The timely approval of private 
.sy.stems submitted in accord with these proposed rnles is extremely important to 
tlie smooth processing of stndent applications. Although it is impossible to pro- 
vide .snch approval this year by September 1, as called for in the regulations 
now in effect, we nrge the Connnissioner to promulgate his approvals as quickly 
thereafter as fea slide, in order that the private sy.«;tenis can begin processing as 
close to their regular timetables as po.s.sible. 

Thank yon for the opportmilty to comment on these proposed rules. 
Sinc(»rely. 

Robert B. Clark, 

President. 



Amkkican Council o.v Education, 
Washington, D,C,, Septetnhcr 2, 1975, 

Dr. Leoxaki) H. O. Spearman, 

Acting AnHoviatc Commissiimcr for t^'tudcnt Assintance^ U.S, Office of Education, 
WuHhington, 0,C. 

Mr. Peter K. U. Voigt, 

Director, I)ivUtio7i of liiisic and State Student Grants, L\S, Office of Education, 
xyashington, D.C, 

Dear Dr. J^pearma.v a.nd Mr. Voigt: The purpose of this leiter Is to comment 
on two proposed regulations recently publishe<l in the Federal Register t the 
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nmondnu'nts to the m»wl analysis rei:uiations for Supploiuental Kducational Op- 
portunily Clnnits, Collcgi' Work. Study, ami Natiimal Direct .Student Loans 
(Ajigiist 1), and tlie ajruendnierits to thi' re^sulations fiu* determining; exjiected 
family nmtribiufons under the J?asie Kduentioual Omiortunity Uraut Proj^ran! 
(Au;;uNtl4). 

We are seriously eoneerned over the laek of jiro^'ress which these pruivosed 
revisions reflect toward aeeeptanee within the Departnjent i)f Health. Kduen- 
tion and Wolt'ari? of ciaviujon need amilysis eritena and data reciuireineut.s for 
all Federal student nid i»ro;:ranis. as well as state and in-ivate i)ro;;ranis, as 
reconiuiendcd by tlu' National Task Force on Student Aid Frohleuis iu its final 
H'rM'rt. 

The Task Force, heailed hy Francis Kcpj-el. v.'cirked assifhiously from ^Iny 1074 
to .Jidy 197.' to achieve a;;reeuiejir anmn^; the two ui.njor private juhhIs analysis 
systenis aud the Fi-dA'ral llasic Kdin-ational ( >pp'»»*t"nity (irant system m how 
to nssi'ss family income and assi'ts foi* determinini: eciuitalde fanuly euntriliU' 
tions for hi;;her ediwational exiH'nses. I'.S. Ollice of Kilncatiou meuduTs ivorked 
aliin^'sitle other imrticil)ants in this elTort. 

As a result «>f the Task Force's work, a^reen^en^ was achieved hetweeu the 
tWi» major private nee<is ;ui:»ly>.i.s s.\stiMiis on i-riteria for dctermiTi;; equitalde 
family contrilnjtions. as wi-ll as <»n the use of e<inunoM data forni.s to ^'ain infor- 
mation from students and parents. With a^;rei-uient by the Otiice of Kducatiou. 
it wJiuhl tlais he possildc to achievi' the l(»u^-:«m^'hr pials of a sin^'le consensus 
ujodel (nr needs aJialysis which w«)Uld Ire necepti^il hy the Federal j;ovenuuent 
as well a.s the ]>rivate systems, and a tudtied form for all aid aiiiilieauts. 

However, the suhstantial work of the Task Force seems tn have heeu i»:uored 
hy the (Mlice of Kilueation iu holh its Au;;ust 1 and Au^'Ust 14 riilrnil lUijifttcr 
anuoanceinents. Iti his coinnientary nu the projioscd needs analysis roj:\dations. 
the Connuissioner n<»tes thai the rule W(udd permir the approval of the "Von- 
senstis Mf>der* reconunended hy the Keppel Task Fm'ce. as wi'U as the approval 
<if chtsely sindhir systems for dett'rnuninir students* awards under SKOO.**. 
fWS. anil N1>SK. His propiisal f<ir the IU'lOtl faanly ccnitrihution s<'hedule makvs 
no rcferenci' !<» the (.'onsensu^^ .Model, hut inelndes provisi<ms on fandly si/.e off- 
sets and reserves which rellert .m (Minriuu.Mlion tif the separale m'e<ls analysis 
sys teia for lU':0(;s. 

Thus despite its participation iu the Task F(trce. the Odice o( Ktlueation seem.^ 
tii he proceeding: in the opp<isite direction from the Task Force re<-oinmeudations. 
Instead of eucourajjinj: accefttance of a sini;U' CN>ii>j<'U.sus ^lodcl. it i« cnutimun;; 
to en<'«fJira;re several: the Federal HK(n; system, the Income Tax system, ami 
ttu' ( *on.H»lis!is .Model or systenis producing' siniihte results for SKOfis. CWS. and 
NhSK. Further, the Couw.ujs.sioner eantious in Iii-^ Anjjast 1 notice that acccpt- 
an<'e of the (Niusensus .Model is limited and not to he construed as ac<-eptance 
of ad the features of the McKlel. citinu live specific issues which reciuirc **addi' 
tional research aud analysis." We quest i(ni what further work is necilcd. since 
cxti'nsivi' analysis was devoted t(» thesi' issues duriu;: the yoar-lon;: studies of 
tlu' Task Force. rc.*<ultinj,' in nffreement on tlu^se i>oints hetweeij the service.^. 

On hehalf of .'he education j,Tonp.s partieipatiiij: iu the Task Force, we mu.st 
exi>ress rejjret over the failure to reach complete con.scnsus hetweeu the Federal 
and thi» private systems, thus leaving: parents, students :ind institutional otficials 
to cope with the Imrden of sep:irati? >;ystcms. It is doifihly rejjrettahle that the 
(HUce of Kdnenticni has hecn jjuahle to capitali/.e on the renmrkahle con.<eusus 
already achieved bv the Task Force, and to re.'^pond to the evident desires of the 
recipients of student aid and the Coujrre.'^s that eoumnm. siinplified criteria and 
daia re<pjiremv>nt.* he estahlislu'd. 

We urjje the Ollice of Education of tak*> this opportmiity for leadership, and 
revise these rcpulati(ai>: to encoura^'e full jj«rcptance of the Consensus Model 
for the eampus-hnsed projrram.-* and its adoption for HKOOs. l.nckinK such lead- 
ership, we will look to Congress to lepi.'^latively nmndate the Consen«us Model 
and adoption of a couinion student data foru» f<ir HEOO.si. 

The.<e conJJJient.*^ are i)resented on hehulf of the Anierican Cojujci! on Educa- 
tion, the American Assf^c^aticm of Community and Junior Collejres. the American 
.\ssociation of State Collej^cs and Universities, the As.sociation of American Col- 
lejres. the As.sociation of Anioricnn Universities, and the National Association 
of State Universities and Lnnd-Ornnt Colleges. 
Sincererly* 

CuAULEs B. Saunder.s. Jr.. 
Director, Offi.cc of Oovcmrnental Rclatiom. 
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TiiK Tnivkksity of tiik Statk ok Nkw York, 

OmCK OF THK I*aK.Sn>K.\T OK TllK UNIVTCUSITY 

Ayi) COMMISSIO.NKK OF EDUCATlOiV, 

Amuy, N.y„ September J2, 1915. 

Mr. I'trrKK K. U. V-jigt. 

Director. Division of Buftie and State StudoU Omnts, U.S. O^cc of Education^ 
\\\iHhinijto)\, I),C. 

1>KAK Mil. V(i;t!T: I 'wojrld like to take the opportunity to cotuuient on the pro- 
posetl rjiles fur tlu* IJasie KdiieationnI Opportunity Grniit Pro^raiu regarding the 
deierniiiiatiim i f oxiH.M-teil fiinilly foutrihutiou for tbt» li)7(N77 aeurleinic year. I 
uiust restate some lieep reservations regarding tUe overall complexity of the 
IUX)U upplieation jind the met hod of determining the exi:eet(»d family contribu- 
tion. 1 feel that the ehanj^os that are neees.sttry go far beyond wimt hus been 
pro])osed. 

I.a.st year I wrote to you about the tipproiich n.^ed iu deternduing the amounts 
til at St mien ts reeeive throiigli the New York State Tuition Assistance Program. 
I'^or almost nil applicants^-, the only tinancial information that must be provided 
can l)e taken directly from their parents' New York State income tax return. 

'i'he approach is simple and we Iinvc avoided some of tiic problems encountered 
by the It.-isic ( Jrant Tro^u'rani. Tlie complexity of tlie BKOG application is prolmbly 
the major rcrtson for thv low iitili/.ntion rate of the prognun. Tiider the N.Y. State 
t rograiu it is ea.^y t<i determine the nnunnit of the award nt the time application 
Is niaile. and we simply do not have a large nnmber of eligible students who do 
not apply for awards. It is so ca.sy to determine one's eligibility under the State 
program that only 'J</c of over li5ti.0(X) apjilicatious come from studejits who can- 
not ri'Cfive au award. The Inrgi* nund)er of ISKOU applications that come from 
j esiple who are ineligible for awards represents an inconvenience to the students 
tis well as an exressixe processing cost to tlietaximyer. 

Whih' 1 am p'.easnl to note that an increase in the family sixe ofTset and asset 
rc.*<erve is being proposed. 1 wtmld like to nH-<iniuiend nu)re basic changes in the 
uiethotl of determining the expected family contribution. 

The appllcatieui {>rocess should \>c slmpuned ahmg the lines of the approach 
used in New York State. HKO(J applicants and their families should be able to 
refer to their federal income tax forms for nil or most of the linnueial infornia- 
ticai necessary. Tlie asset test .sliould be eliminated lu'canse of it's complex it j% 
and the possible iiietinities it causes because of intentional and unintentional 
misrefjorting. U is dillicnlt to estimate the value of n Inane purcha.sed T) to 15 
years earlier. As the asset tc»st is not vcritiahle. the .system en W)U rages misreport- 
ing by applicants. I.nst year we conducted n survey of State grant, recipients, 
and among 120 HKOO iveipients included in the sample, we found that 10% 
should have been ineligible for grants lU'canse of their asset holdings. 

lU'spon.s(>s to our quest ioiUKi ire wen* anonymous^ 

1 also feel that the asset test is unfair for other reasons. The bulk of the assets 
held by HKOf) applicants ore iu the form of home ownership. Home ownership 
or renting depends more upon whether a family lives in an urban or rural area, 
and is not directly relevant to family tin uncial strength. A home is not an income 
l)ro(lncing asset and cnnnot be readily u.-^ed as a means of financing college. I 
n]sii feel that a good deal of the other assets held by low income families repre- 
sents .'-'••ivings toward retirenjent or proceeds from life insurance policies where 
the head of the household had dieil 

1 am plenscd to havj* this opportunity to con mien t on the proposed family con- 
tribution schedules, and I hope that progress will he made in making basic 
eliJinges in the application process. 
Faithfully yonrs. 

Ew.vi.i) H. NVQUIST. 

N'ATioN.w. Studknt Lobby. 
^^'a^thillfJtoit, D.C., ScpStmhrrJ^, 1975, 

Rk.vatk Si'iK-oMMirrKK ox ICtuT.vnox. 

IfouMC Sitht^tntiiiticr on PostMcromlnrj/ fUliwatiou, f.'.S. CwujreHft^ 
\Vas<hw{/ton. D.C. 

})vi\R Mfimbeks ok CoNf.RKss: Knch.'scd yon will find the cnmnients I have pre- 
j-ared for Mr. Peter Voight. Director of the Division of Basic and State Student 
Orants, Ofhce ef T^dMcation. concerning the Family Contribution Schedule for 
1070-77. 



43 



40 



The National Student Lobby (NSL) is making a sincere effort to work with 
the grants division in rencliing a coniim table agreement to an improved need 
analysis system. I have outlined in t!ie letter the problems students and parents 
are faring with the present needs analysis system. I have also suggested some 
alternatives to .some of the provisions that NSI. linds disadvantageous to 
students. 

NSL hopes tliis will be of assistance to members of the IIou.<«e Post-Secondary 
Education and Senate Kducation Suheommittees in the current debate on the 
Faniily Contribution Schedule. 
Sincerely yours, 

.Jay Hendkkson, 
Lcf/islative Director. 

En clo.su re. 



WASiu.vtno.v. l).r., >>vi>trmhvr iJ. .1915. 

Mr. Peter K. U. Voight. 

Dirrctor, Dlviu'wn of fUtsio and Statr Stuticnt (jrftnt.s, r*..S*. Office of Education^ 
Washington, D.C, 

In the matter of Part 190 of Chapter I of Title 4.'i of I he Code (»f Federal Regu- 
lations. prnpi).<('d rule liuikiiit; ou the I'asir Kdut-atidiial ()pp;>r( unity (irant 
Program. Hxpected Family Contribiition SclieduU* for the lD7()-77 Academic 
Yea r. 

Conunents of .Jay Henderson. Legislative nireetor. National Student Lobby 
Suite nin. 2000 P Street NW.. Washington. D.C.. 20030. 

The following eonniuMits are tiled in respoiise to nf)tice of proposed rule umk- 
ing on the above cited nmtter : 

The National Student Lobby (NSL) welcomes tbis opportunity to conunent 
upon the Basic Grants Family Contribution Schedule for next year. 

Before conunenting on the recently published proptt.sed amendments to the 
niles which were published on April 4, 107.") (4(» FU ir)24S). a general conunent 
about the irvenill .-ipproarh to ihe analysis of stiident need as contained in the 
contribution .schedule is necessary. 

Even to tlie unaccustome<1 eye, we believe, it is apparent that the current 
needs analysis system is in great difficnlty. For example, in calculating expcvtal 
parental contribiition tlie systeai fretpiently arrive.s at a figure far in excess of 
the llgjire arriveil at when the parents of the student calculate their own actual 
parental contribution. In Illinois recently, a stjidy was published which revealed 
that actual parental contrilmtion varies widely from expected parental con- 
tribJition and, in fact, tlie variance is often in excess of 65%. In other words, 
the amount the parents said they coidd imy averaged to be only 34% of what 
the government said they cojdd "rea.sonably he expected to pay." Obviously, the 
student gets caught in tlie ndddle by having to nuike up the difference. 

NSL believes this represents a clear example of the protestation that our 
"needs analysis" .system is actually a .system of "eligibility analysis" in which 
the stjident is forced to expand or cimtract to accomodate the system, simply 
because (as almost anyone will admit) there is not enojigh money to finance 
actual stjuleut need. Our principal ci»ncern. therefore, is not what must be done 
to tlie propo.sed rules to muke them accnratt; enough to predict stmlent eligibility, 
hut what shoidd be done to tlie proposed rules tii make them capable of calculat- 
ing student need, not only indlvidiial need but also aggregate student need. The 
responsibility for meeting student need wojdd then be up to the President and 
the Appropriations Committees each year diiring the budget debates. 

It should be the function of the Faniily Contribution Schedule and the B150G 
needs analysis system to differentiate those stjidents who are in need of financial 
n.ssiatance from those stjulcnts who are judged to he not in need of aid in the 
form of a Ba.sic Grant. 

Today it does not. It attempts to differentiate tho.se stiidents who have greater 
need from those who have le.^ser need. Those of greater need are thereby eligil)le 
for a BEOG, while those of le.sser need are ineligible even though they still are, 
in every sense of the word, "needy.** As a result, with the cost of education 
rising faster than the cost of living, the sttidents from moderate income families 
are more and more frequently ineligible for a BEOG of any size, while the 
.students from economically disadvantaged families are hard pressed to meet 
their own expected contribution which they find too high. 
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Under the carri'iil .s.vstiMii. no oiio'.s nei'd is actually mot. Only "olijribllity'* is 
satisfied. Hut, lu'cause all I lie niiiabers add up in tlie central olllirc. the general 
impression i.s nreived tlint student need Ivis been met. 

We would propDSr' that all parlies eoncerned reeoicnize this fact and proceed 
to construct a needs analysis system which truly analyzes need and a separate 
eligibility analysis .^^ysteni which I'an di'lermino 1k*»v large a slice of the pie each 
"needy "'St uilent gets of the liniited resources we have to offer. 

At the close of each fiscal year, wc should he able to caleuhite : 

1. The total nunihor of students enrolled in postsecondary education, 

2. The total number of students in need of linancial assistance, 

3. The total anjount of aid necessary to nicet this need, 

4. The total amount of aid avaihible to meet this need, 
o. Tile total number of students in need who got aid, 

i). The total number of students in need who did not get aid, and 
7. The student aid g;ip i-reated by insuflicient funds. 
l*rocccding on the prcmi.sc that the HKOC; Family Contribution Schedule i.s 
nctually an eligildlity annlysis system, we would now lilvi> to turn to our recom- 
nitMidations for rclincment of the sysli'm as proinised in the Federal Uegisters of 
April 4 and August 14. VMi). 

Our discussion is limited to Ihrce areas: I hi' di'tinitinn of an indeiKMident stu- 
dent: the trcntnu'iit of assi»t reservi's: anil the provisitais for extraordinary cir- 
cumstaiux's and the use of current year data. 

.4. The definition of an Indriwndeut i^tinfrni .should not include a two levels: at 
home residi nri' restriction und should athne fur a imrental rontrihuiion of up 
to $1,200. 

1. Kemove the two week restri(:ti«)n on residence with parents at home. 

If there is any provision in the lUOtXJ Family Contriinit ion Schedule which 
students tiiid «UTcnsive, it is the section wliieh denies them status as independent 
students if tliey have lived or will live in the hoaie of tlicir parents for more 
than 2 consecutive weeks either during the year in whi(?li aid is received or 
during the year prior to whieh aid is rciinested. 

First, this provisiim is unenf«)rceai)le. Students are well aware that this pro- 
vision threatens tci reduce the size of their tinanrial award by several hundred 
d I liars and. as a result, they arc prepafcd to avoid this pitfall by denying himie 
residence for the specified amount (»f lime if it is at all possible. 

Second, this provisiim encourages students t(» break the law. Only the most 
naive stuflent will admit to spending two weeks at Christ nuis at home with 
the family if that admission will cut heavily into the HKOG award. 

Third, thi.s restriction discriminates against students fnan urban areas. These 
students often tind it convenient and economical to live at home. It should be 
Federal pohcy to encourage college students to seek every way possible to both 
save numey and to live at home. 

Fourth, this regulation em-ourages families to break up in order to become 
eligible for a form of student aid. It is parnlUd to the infamous provision in 
the welfare system f>f the VM'iVs whieh provided incentive fi»r the father of a 
family ti> nrnve «nir ot the Imiise ami thereby beisnnc eligild.' for welfare: nt that 
lime, families with bmli mutlier ami father liviag at home were ineligible. This 
rcsirietinii was eventually rv'osoved Just as the <'i»urts were striking it down. 

Fifth, this regulation is of dubious constituticmidity and. if pursued in the 
Courts, would be disallowed. 

This provision is but another illustraliim of the charge that the student must 
l>end ti> aecommodatc tlic system. We are certain that if there were enougli money 
to fully nu'et student need that this hmguagc would never have been written. 

'J. Raise allowed parental eontribulion from .•?(;()<> to .<1.2(M). 

According to the t'.S. Ma.iter Taj- iSuide: /!'7.5 the deliiiilion of dependency is 
one who receives "more than one half of his or her income from another iierson 
or source." 

i;sing the IU8 dcfinititai of deiH'ndency. the amount of money a student should 
be allowed to receive from parents each year should be up to less than one half 
the cost of edueation for that studc/it. One half the average cost of education 
in FY 1970 will be $1,S(KX 

NSL recommends that each independent student be allowed to receive an- 
nually an $St)0 cash contribution from parents and up to a $400 "in-kind" con- 
tribution from parents during each calendar year. The $400 iu-klml contribution 
would apply especially to those students who live at home year round with 
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their parents and would approxininte the aiiiouiit of nioiioy a student saves when 
living at home rather tlian residing on or near campus in a separate facilitv. (See 
College Board figures for average student expenses, commuters and residents.) 
B. Treatment of Asset Reserves 

NSL currently favors retention of assets in the deternnnation of BEOG 
awards because we are concerned with how luuch removal of consideration of 
assets would equate to in program costs ($aOO million) and to whom the hene- 
fits of such a step would accrue. 

Elimination of limits on asset reserves would currentiv reduce equity in the 
BEOG program. While such a step might nltimaiely be wise, XSL is concerned 
that this not be done too precipitously and takes comfort ia 'the fact the Office 
of Education also supports retention of the element of assets reserves in BEOG 
calculation. 

We favor siniplittcation of the overall process. Perhaps as.set reserves conld 
be gradually simplitted until we eventjially reacli a pciint .<uch ns in the State 
of New York where a short form wliich does not include assets oiu-rates satis- 
factorily. 

We rewmmend the Office of Kduca'tion conduct a study to correlate a.s.sets 
and income so that we can ultimately remove assets from HICOG cnlculation 
without removing ecpiity. 

The intent of including asset reserves is quite o!)viously to prevent the stu- 
dent from a wealthy family with larg(» assets- wlio (l)(»cause of tax loopholes 
and other factors) is able to show a siuall income from getting a hirge grant. 
If the program becomes so lijiely tuned as to ditTe rent into in order to save dtdbirs, 
rather than to eliminate rieli students, we have again come across an example 
of the government asking the student to bt»nd to accommodate the system. 

We therefore apphjud tlie amendment to provide for a raise in allowable as- 
set.<. Hut we do not tliink it g<»es far enough. 

XSL proposes a conmion treatment of a.'^set reserves witli no special allow- 
ances for farmers or businessmen. We recounaend the figure of S20.000 per family. 

The question of .separate treatment for farmers and l)usiaessmen should be 
removed because there is no way to fairly treat all students under a provision 
so laced with the possibilities of ma 1 representation. Home equity, for example, 
is the most difficult of all types to iifiuidate and sluaihl therefore lie liberally 
compensated for in assets ealculatiou. On the other band, far a.s.sets (or a portion 
of them) are couiparatively easy to liquidate and need not be couipensated for 
to the extent called for in tlie proposed rules. Additionally, business equity is 
often an tllusiou because so much of it is often borrowed money, according to 
the Small Business Administration; e.g.» .$50,000 in a business is'quite dirTerent 
than ?50,000 in a home. Finally, separate treatment for each of these types of 
a.<sets amounts to addlticmal items for the student to nil out on a form which 
we are already striving to simplify. 

C. Extraordinary Circtonstmwcs and the use of Current Year Data 

The provisions allowing for limited use of current year data in Sections 100.30 
and 100.48 are steps in tlie right diri»ction. However, we recommend further ad- 
ju.stnients be made to allow n more accurate framework for a student who ex- 
periences a substantial change in income data. 

In particular, section 1JK).4S (a) (o) needs reworking. It mentions nothing 
about income: it does not account for the fact that students are still subject to 
the niiniinum wage in many cases; it provides no flexibility for the student who 
works either 20 hours for 52 weeks or *10 hours for 2o week.^. 

Does "35 hours per week for a miniuiuni of 30 weeks** mean a total of 1050 
hours? 

At $1.85 sub-minimum wage, does this refer to a student with a base vear in- 
come of $1,9-12? 

What about the student who nmkes $0,000 in the base year, works six months 
in the current year (earns $4,500) and then quits to go back to school? Is it 
implicit that that student was able to save money? If so. it .should show up in 
his or her savings. If the student has no .savings and has no income, why should 
the student be penalized for having worked during the base year? 

Further examples could be sighted but we would .seek the answer to the que.s- 
tion "is not whot we are interested 1»> the need to track basic, signiflcant changes 
in income data?** 

All other exceptions to the rules contained in the subsections of 100.30 and 
100.48 relate to changes in the student*s flnancial background. Why should not 
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the one suhscctioii linvini; to do with the nKlt»i)cn(l(»nt stiHUMit's iiiciMno also rolntc 
to vhanffcf 

If wo want to trai'k those cliautfos, XSL proposes the ;icl jptioii of a system 
wherein whenever a student experiences elian;;es wliich wx)uUl ntTeet tlie Uasie 
Grant eli;;ihilit.v. index l)y .<!nO or more, tlnit student shcnihl l>e allowed t(» sul»- 
init supph'niental forms to a|)pl.v for the use of eurrent year data. 

Changes in income or assets which would yiehl a J?r>() ditTerence in BKOG are 
as follows: 

iXDEeENDEiNT STUORiNT 

KlToetive Family Income: down .$2r»0. 
Net Assets of Applicant: down .$150. 

I>KPKNI)KNT STUPKNT 

KtTective Family Income: diuvn $250. 
l»arental As.sct Reserves; down .$1,(KM). 
Student's A.sset Reserves: down ^150. 

()nr proldcms with the pn»j»osed llKO(; schedule :ire many. We have enumer- 
nre<! most of them in tills letter and would like to meet with you or your rep- 
re.*<entative to disen.ss them further. 

We are however, of the opinion that the propo.<rd sehcdnle represents a posi- 
tive step forward in our approach t«> the analysis of student eli^jibility for Hasic 
Grant.s. 

We sjijjport the provision for the 10% increa.se in the family size otTsets Ji.'^ed 
during the VMT>-~V> year (or tho actual increa.se in the Con.^nner Price Index). 
That is n most ndvanta;;eous proposal which will a.ssist the nnixinnnn timincial 
aid level to adjust foreuthacKs due to inllation. 

NSL would al.so like to c.-nnmend your office for reco^nizin;; the need to pro- 
v!<le for an inrrvnxr in the allowed asset reserves. While our own thouj;hts as 
to how niueh the increase should Ik* ditterent from yours we are nonet hele.ss 
happy tci have the i<'e hn»ki'n and he t*j;;elher with yon on thehasic principle that 
an increase is necessary. 
Sincerely yours. 

Jay IIkndkksox, 
Lctjislativc Director. 



VOKK ACADKMY Op AllTS, 

York, Pa., September 30, J07o, 

Hon. Conjjre.ssnian O'IIaha. 
If o u sc of li cprvHcn tativrs, 
W'UHhhujtou, D.C. 

Dkar Sni: At the Inst meeting' held hy the Pemi.sylvania Ilijjher Education 
Assi.stnnct» A;rency the I'nifor/n .Metho(lolo;;y was presented and diseu.s.sed as it 
is (hirin;: each jjatherin;; of concerned linancial aid admini.strator.s. Our in.stitu- 
tion has bwMi ea;;erly fidlowin^j the pro;;re.ss of the National Ta.sk Force in its 
pursuit of a T/niform Methoihdo^'y and Connnon Form for application as the 
need analysis system universally. 

AVe are hacking; NASFA.V. PASFAA. and the Nat hum 1 Task Force in ur^jinj; 
that th(^ adcJption of the rniform .Mot In dido^'y and (Nnnnum Form he incorporated 
into HEW pro;;rams as cpiickly as possible. To .some tho concept of a Connnon 
Form and T'niform Methmloloi^y seems inconceivable or idealistic but it is our 
contention that it is nece.ssary in order to provide stability and consistency in 
fhmncial aid administration. 

The averrt;rc financial aid applicant is inundated with forms and needs wliich 
apparently have little or no coniiei tion to each other in his mind. It i.s important 
that the various DllKW proi^ram.* as well as state administered programs are 
consistent aiMl understandable to tbo.se individuals re«niired to oi>en up their 
tinnncial history to imper.sonnl aj^encies and tinnncial aid administrators. 

liease consider this letter as VUO — Con mi rm Form and T.'niforni Metliodoloj,'y — 
when you hoi:\n to tabu la ti? the merit^•■ and spf»nsors of the Uniform Metliodr>lopy. 
Sincerely, 

M.S. Margaret O. Henry. 

Financial Aid Officer. 
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Congress of the United States, 

House ot Representative, 
Washington, D.V., November 5, 1975, 

Hon. T. H. Bell. 

VommisHwnvr of Education, Officv of Kilucation, 
Washington, D,C, 

Dear Ted : Let me first thank you, John Phillips, and your able staffs for being 
of continuing anil very i)r<)uii)t aj^ssistance to the Snl)cnnnnittee in our efforls to 
explore the possibilities of alternative assets treatment under the proposed BOG 
family contribution schedule. A number of requests were posed, some of them 
with very short lead times, and they were all met on schedule. 

On the basis of the responses to our requests, I am reluctantly led to agree 
that the formulation which you proposed for the 1977 schedule is as good a 
formulation as we can develop given the rigid cost restraints under which we 
are forced to wor-k for the time being. 

During the hearings on H. Res. 745, questions were raised regarding the 
wording of the proposed regulations which would seemingly permit a family 
with farm or business assets in any dollar amount to qualify for an asset reserve 
of $25,000. The members of the Sulwonmiittee understood that the intention of 
your proposal was to provide for a farm and Dusiness asset reserve of .$2.5,000 but 
that reporting any farm or business assets would not establish a windfall for 
parents whose farm and business assets are only nominal but who have substan- 
tial holdings in "other assets." This letter is based on the expectation that when 
the regulations are put in final form they will be modified to correct this error. 

I have polled the members of the Subcommittee, and a majority of them have 
indicated that they will support a motion to table H. Res. 745 when the Sub- 
committee next meets. It is my feeling, and Mr. Eshleman concurs in this, that 
you should feel free to proceed with the implementation of the proposed schedule, 
subject to the understanding noted above. 
Very truly yours, 

James G. O'Haka, 

Chairman. 



Educational Testing Service, 
Princeton, N.J., August 29, 1975, 

Dr. Leonard H. O. Spearman, 

Acting Associate Commissioner for Student Assistance, U.S. Office of Education, 
Washington, D,C. 

Dear Db. Spearman : 1 am taking this opportunity to respond to the Notice of 
Proposed Rule Making regarding approved need analysis systems for the National 
Direct Student Loan Program, College Work-Study Program and Supplemental 
Educational Opportunity Grants Program (45CFR, Parts 144, 175, 176). While 1 
am responding at the request of the College Scholarship Service of the College 
Entrance Examination Board, my comments mainly relate to certain economic 
aspects of the proposed rules. Other aspects of the proposed rule will be dealt 
with in separate correspondence from College Board and College Scholarship 
Service staff. 

While we are pleased to see that the proposed rule will permit the approval of 
the "Consensus Model" developed within the .structure of the National Task Force 
on Student Aid Problems (the KeppelTnsk Force), we note that the proposed rule 
also i)ermits the method of calculating an expected family contribution used in 
the Basic Educational Opportunity Grant Program and the "Income Tax System" 
if adjusted for the number of dependent children attending institutions of* higher 
education at the same time. 

One of the most significant contributions of the Keppel Task Force was the 
development and agreement to of a uniform methodology for measuring ability 
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to pay for postsecondary ediicational costs by parents and students. This de- 
velopment was tlie product of some 10 months of intensive effort by many of 
the most able economists, practiticmers, and others concerned with ability to pay 
for educational costs and was culminated in tlie adoption of the uniform niethod- 
oloirv by the three national services of financial need analysis. American College 
TestiniLr Pro^;ranu College Schohirship Service and the Graduate and Professional 
School Financial Aid Servict*. It seems jiarticularly inappropriate for one of the 
partners to reduciiJg problems in financial aid (us evidenced in the national 
work conferences) to create additional problems l)y approving means of calculat- 
ing an expected family contril)Utiojj by alternate methodologies. It can only 
h'Ud to dissimilar treatment of eqjmls for federal funds among the varying In- 
stitutions iu the United States; it can mean that similar families will be ex- 
pcett»(l to contribJic dis.similar nnioJints depending upcm which ''approved sys- 
tem l>y the Commissioner Ediication" is used by a particular institution. X 
know of no other similar situation of dissimilarity with respect to federal funds 
in any program. „ 

It slH>uId hv Jioted tliat the underlying juethodologies of the two 'approved 
means of calculating a family contriiaition and t lie criteria for systems to be ap- 
proved are extremely dissimilar. The federal income tax, with its pattern of 
exeujptions. dechietions and varying tax rates, lias long been recognized as an 
iustrumont of fiscal policy — not Jiecessarily related to ability to pay. An examina- 
tion of changes in the income tax laws over the past 20 years (the approximate 
period of tlie Collect* Scholarship Service) will reveal significant changes in the 
variojis ccuuponents iu detenniiiinp: the final tax paid which were occasione<l by 
particular actions of the Congress iu response to pressjires in the economy at 
tliat tinje. To continue the eudorsenient by the Conniiissioner that mandatory 
federal income tax paynients rf'i»resent a similar ability to contribute toward 
postsecojulary edijcational costs in light of the manifold changes occasioned by 
the contrasts of siniultaneous inflation and recession seeais particularly inap- 
proi>rinto. 

The nietbod of calculating an expected fanuly contribution under the Basic 
Kducatioual Opportunity Grant Prograui also bears striking dissuuilarities to 
tlu» crittiria wliich the (^onunissioncr will use to approve the "consensus model*' 
as well as pcrniitting the approval of closely similar systems. This is primarily 
occasioned l»y the use of the poverty level of fanuly nmintenance in the Basic 
Grant Prograia and exclusion of s(K?ial security and any provision for state and 
local taxes. In cojjtrast» the Coujudssioners criteria for other need anaysis sys- 
teujs jUilizes the use of the Bureai! of Labor Statistics low-budget standard and 
an allowance for state and local taxes as well as mandatory social security pay- 
luejits — features which were a part of the recommendations of the Keppel Task 
Force. 

With such diffcrenj'os in underlying method(d<)gies and plulosophies of "ap- 
proved" need analysis systems or njethod of calculuting an expected family con- 
tribjjtion. significant variatiojjs will occur in estimated financial need and con- 
conutiiatly in the award of federal fimds troux the three specific progranjs de- 
lineated. Vox- examplP. a two-parent, throe child faniily with .$12,000 inconie and 
ujodest houje etpdty and other assets of .$20.0tM) wojild have the following ex- 
pected pareiJts' contribution un<ler the Basic Grixxxt and Income Tax Systems 
and the JUiiform methodohigy adopted by the three national services: 
Hasic Grant : $1,240. 
Income Tax Systems : .$1,410. 
I'jJiforui Metho(h)logy : .$r>00. 
If we Mssunjc an institutijunfi budget (»f $:i.000 I which approaches the norm for 
a 4-yeaj- public institution), the possibh* awards fnun federal funds for students 
entering iu the fall rf 1070 could range froju .$1.7(J0 to .$2,500 depe!uli!!g either 
upon the method of ealcnlating a parental contrilmtion under the Basic Grant Pro- 
grain or the methodology endorsed by the Keppel Ta.«k Force and adopted by the 
national services. If we assjjnie the equity to be in a farm or business, even 
greater variation woidd occur in the tiiree results. 

The al)ovc exaniples were derived by use of an income tax paid assuming 
standard deductions and niujiber of dependents equivalent to family size. To the 
extent that families itemize dedijctions, which a significant proportion of those 
seeking financial aid do. the differences in the expected family contributions will 
be accentuated. This occur.? since tax paid is an allowance against income in the 
Basic Grant Prograuj and the Jiniforni methodology for measuring ability to 
pay, vet reflects the basic paiental contribution in the Income Tax System. As 
deductions increase, the mandatory federal tax payment decreases thereby lower- 
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ing the allowance for federal taxes under Basic Grant and the nniform methodol- 
ogy and increasing the exi>ectcd contribution. Under the Income Tax System, the 
lower federal income tax payment becomes the expected parental contribution 
from income and increases the divergence between the methodology adopted by 
the national services and those of Basic Grant iwid the Income Tax System. 

It was for these reasons that the Kepyv^ Task Forec devoted a umjor share 
of its efforts toward the development of a uniform methodology of mea.snring 
parental ability to pay for postsecondary educational costs in cooperation with 
the national services, the Oflice of Education, the hnaucial aid community and 
consulting economists and urged its adoption for all programs of Huancial aid for 
students entering postsecojidary educati<m in the 197U-77 academic year. In light 
of the fact that the juiifonn methodology has been adopted by the national 
services and will be Jisod by the majority of pa.s'tswondary institutions and many 
of the state .scholarship programs awarding SSIG fmids, we urge that the Oun- 
mi.^sioner of Kdncatiou prevent the possibility of ••juieqnal treatment of ecpml.^'* 
in the award of federal stJideut financial aid funds by eliminating the use of the 
method of family contribution in the Hasic Kducatiouul Opportunity Grunt 
Program and the Incfune Tux Systein in the proposed rule. 

vre note that the Counnissiouer, while outlinijig general criteria which wouhl 
approve its u.^e, did not en(h)r.se sevenil .specific features of the "ccm. sens Jis model" 
or imiforni methodology nnd believed that additional research and analysis was 
required .^n those areas and sjiggesled that a major sojjrce of such data wouhl 
be provided by the Consjjuier Kxpeuditjjre Survey of 1972. now being tubulated 
by the Bureau of Labor Statistics. While additional research and analysis is 
always desirable, wiiere. data is approi)riate and avilable, I would reemplm.^ize 
that the adoption of the uniform methodology was the result of the most intensive 
effort by the members of the Keppel Task Force Connuittee on Need Analysis, 
exteusive dii>;eussion and conver.saticui with the financial aid community, the 
Office of Education and highly regurded ecouomists both witiiin and witlauU tli(» 
government. Cousetnieutly, it triily represents a cou.seusus opinion or uniforni 
methodology of what parents can realistically be expected to contriI)nte toward 
postsecondary educational cost.s — a cou.seusus which has not been part of the 
mcusuring of student fluauciul need during the past .several years. I have en- 
clo.sed a copy of A Vttifonn Method olof/y for Mcaacunnff Ahility to Pay: The CSS 
yationul Standard, which describes the "consensus model" and the underlying 
economic rationale and pliilo.sopliy for inclusion of the features which it em- 
bodies. The nation ale has been based on the I)est economic evidence availal)le 
at this time, generally accepted precepts of ability to pay and the experience 
gained in the measjirement of parental ability to pay of millions of parents and 
students over the past twenty years. 

As economic conditions change in tJie economy and as additional iuforuuition 
regarding family ability to pay becomes available, recommendations for changes 
in the uniform methodology will be made. The "comsensus model" developed 
luider the auspicies of tiie Keppel Tusk Force was not viewed as a static model. 
l)!it rather a methodology for measuring ability to pay ba.sed upon the economic 
conditions which now prevail. At the imderlying conditions chuugcd, so would 
the appropriate featuret; of the modal. 

Ujuler the prop{>sed ride, such changes as would be suggested by a fundamental 
shift in the ability of parents to contribute toward post.secoudjiry educational 
costs, would be prohibited by the requirejuejit that the .sample cases would be 
reviewed annually in sncb a nmuner that the exi)ected contribjition in constunt 
dollars wojdd reniain constant for families with eqjuil income and a.s.sets positions 
measured in constant dollars. No other federal program has this requirement, and 
as the rule appears, it wojild not apply to the contribution demanded mider the 
Basic Grant and Income Tax methods, further addiiig to the c(miplexities and 
differences in expected parental coutribJition if all are approved for une in the 
college-based rograms. It is recommended that this provision of the rule be eli- 
minated or modified to provide for the incorporation of changes due to a funda- 
mental shift in the ability of parents to contribute toward postsecondary 
education costs. 

Please be assured of our desire and willingness to cooperate to the umximum 
extent possible in the imple.iientation of procedures to reduce the problems facing 
students, parents and institutional financial aid officers in the student aid proc- 
ess and in fjirtheriug the partnership approach envisioned by the Keppel Task 
Force. 

Sincerely yours. 

Jambs L. Bowman. 



Enclosure. 
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The purpose of this paper Is to describe the national standard for 
measuring ability to pay fot postsecondary educational costs to be 
Implemented by the College Scholarship Service (CSS) for the 1975-76 



The movement toward a uniform methodology of determining parental 
ability to pay to be used over time by all Institutions and agencies 
awarding financial aid funds Is consistent with the goals and objectives 
of the CSS and represents a continuation of the evolution of measurement 
that aas been a part of the CSS tradition since its inception In 1954. 
In addition, the uniform methodology brings Into being several charac- 
teristics considered desirable by many financial aid administrators 
and agencies awarding student aid funds — namely, a more simplified 
system In which the methodology can be readily understood by the users 
and in which accuracy of information Is retained. 

The development and maintenance of a uniform methodology for the 
measuring of a family's ability to pay will continue to be important 
as long as the primary purpose of financial aid programs Is to permit 
attendance at postsecondary Institutions by students who cannot afford 
to pay the expenses themselves. The desired equity In the awarding of 
financial aid can only be achieved through the widespread acceptance 
and application of a consistent method for measuring the ability of 
families to pay for educational Costs. 

Assumptions 

The uniform methodology is based on the same general assumptions as 
the current CSS need analysis system. The underlying principle of 



processing year. 
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the methodology is that parents have an obligation to finance the 
education of their children to the extent that they are able. 

Another general assumption shared by the uniform methodology and 
the CSS system is that the family should be accepted in its present 
financial condition. A system that analyzes financial need should 
deal first with the objective facts of family financial circumstance. 
It should not make distinctions between the frugal and the spendthrif ty. 
It should not distinguish between improvidence and financial hardships. 

The uniform methodology attempts to treat all families equitably 
by recognizing and considering special family circumstances such as 
age, marital status, and the number of working parents, since these 
factors alter a family's financial strength. The CSS system makes 
similar provision in determining a family's ability to pay for post- 
secondary education by considering the size of the family and any extra- 
ordinary expenses that the family may have. There will undoubtedly be 
complexities in individual family financial circumstances and differences 
in attitudes toward education that will require an aid administrator 
to consider appropriate adjustments for a specific family. In doing 
so he or she should evaluate both the objective and subjective infor- 
mation available from all sources. The financial aid administrator's 
judgment is indispensable and must always be the final authority in any 
system of need analysis. « 

The uniform methodology considers both the income and assets of 
parents in measuring their financial strength and in determining their 
ability to contribute to pos tsecondary educational costs. This principle 
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of need analysis Is a reaffirmation of the CSS assumption that a family's 
Income Is the primary source of support for postsecondary education 
but that Its accumulated assets must also be considered. Income and 
assets, combined, produce a comprehensive Index of a family's financial 
strength and, therefore. Its ability to contribute to c .ucatlonal costs. 
Furthermore, both systems r cognize certain expenses and expenditures 
that are generally not a matter of family choice; neither system, 
however, makes adjustments In estimates of financial strength because 
of differences In family situations that do result from family choice. 
Fot example, a family that owes a large debt on an automobile Is treated 
In the same way as a family that owns a fully pald-for car. Even though 
the first family has a debt and may be required to allocate more of Its 
Income to paying that debt, the purchase of a specific kind of automobile 
generally reflects family choice. Therefore, neither the debt obligation 
nor the value of the automobile Is considered In the estimate of family 
financial strength. 

In general then, the expected parental contribution toward educa-* 
tlonal expenses generated by the CSS and the uniform methodology are 
derived from the Interaction of income, asset holdings, family size, 
standard required expenditures, and unusual circumstances. 

Basic to the philosophy of the CSS, and Incorporated Into the 
uniform methodology. Is the concept- that certain levels of Income and 
assets are required to provide for the family's economic necessities, 
and that Income and assets above these levels are available, in varying 
amounts, for meeting the costs of attendance at Institutions of post- 
secondary education. 



5u 



52 



PART 1; THE DEPENDENT STt'DE.N'T 
Concept of Available Income 

The uniform methodology for measuring parental ability to pay uses a 
concept of "available income" in its procedures for calculating the 
parental contribution for educational expenses. Available income is 
defined as that income available to the family for the provision of its 
economic needs after allowance against the parents' total taxable and 
nontaxable income has been made for the following expenses: 

1. U.S. income and FICA taxes 

2. State and other taxes 

3. Medical and dental expenses allowable for tax purposes 
(excluding medical insurance) 

U, Casualty and theft losses allowable for tax purposes 

5. Employment allowance (If appropriate) 

6. Family expenses (Minimum Standard Allowance) 

An allowance as granted in the CSS system is made for federal income 
and social security (FICA) taxes because these are mandatory taxes that 
are applicable to citizens in the United States and its possessions. 
The payment of such taxes reduces funds available for other economic 
needs such as expenditures for postsecptvddty educaLlon costs. 

The provision of a direct allowance for social securlc;^ taxes paid 
rather than the standard allowance included in the Bureau of i.Labor 
Statistics (BLS) low budget level is Qf^cessary because of the jgrowing dis- 
parity between a standard allowaace for FICA taxes and the actsial FICA 
taxes paid by a family. The CSS deed analyt^ s system i;i-icorponated this 
change in the 197A-75 processing yedr. Previously it had updated the 
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1967 BLS budget standards by the change in the Consumer Price Index 
(CPI) that had occurred since 1967.^ However, the actual social security 
taxes paid by a family have increased at a greater rate than the allowance 
for such taxes in the budget standard adjusted by the CPI because of changes 
in the PICA rate and the basic amount of income subject to PICA taxes. 
In 1967, employees contributed A. 4 percent on maximum creditable earnings 
of $6,600. In 1974, however, employees contributed 5.85 percent on 
maximum creditable earnings of $13,200. Por example, the provision 
for social security contribution in the 1967 BLS low budget level of living 
was $265. If this amount was updated by the increase in the CPI that 
has occurred between 1967 and December 1974, an increase of 55.4 percent, 
we would arrive at an allowance of about $410. In 1974 this amount of 
PICA taxes would have actually been paid by a person earning about 
$7,000. Consequently, a standard allowance would understate the actual 
taxes paid by families with an income above this level. This understatement 
would be significant as families approach a moderate level of living 
since the PICA tax to be applied in 1975 will be against creditable 
income up to $14,100. In addition, since the BLS standards assume families 
have only one wage earner, use of a standard allowance would provide 
no allowance for social security taxes paid by a second working spouse 
and would significantly overstate the income available to meet post- 
secondary educational costs. 



1. Three Standards of Living for an Urban Pamily of Pour Persons , 
BLS Bulletin No. 1570-5, Spring 1967, Table 1, p. 15. 
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In addlclon Co Caking InCo accounC Che allowance made for U.S. 
Income and FICA Caxes » Che uniform meChodology aIro considers Che oCher 
taxes — sCaCe and local incor.e, propercy, sales, and excise — families 
nust pay. CollecClng detailed InformaClon on these Caxes wlchln each 
locallCy and sCaCe for Individual families is an exCremely dlfflculc 
Cask and resulCs In IneviCable Inaccuracies. However* Chese Caxes 
□use be Caken InCo conslderaClon If all families are Co be CreaCed 
equlCably. To avoid Che problems InherenC In aCCempClng Co collecC 
precise Cax InformaClon for Individual families, Che uniform meChodology 
provides for a sCandard allowance for staCe and local Income, properCy, 
sales, and gasoline Caxes based on Che family's reporCed CoCal Income 
for compuCaClon purposes. ToCal Income, racher Chan Caxable Income, 
Is used because consumpCion caxes are dlrecCly relaCed Co Che CoCal 
Income available Co Che family. 

These allowanced; have been derived using esClmaCes of Che property, 
sales, and excise taxes contained In the BLS low budget standard, ad- 
justed for changes In the CPI and average family size and Information 

published by the Internal Revenue Service (IRS) on sCaCe Income taxes 

2 

deducted aC various Income levels ChroughouC Che UnlCed SCaCes. The 
percen Cages of reported coCal Income for compuCaClon purposes shown 
In Table 1 are used as Che allowance for sCaCe and local Income, property, 
sales, and gasoline caxes. 



2. SCaClsClcs of Income: 1972 Individual Income Tax ReCurns , DeparCmenC 
of Che Treasury, InCemal Revenue Service, WashlngCon, D. C. • 
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Table 1; Allowance for Scate Income and Ocher Taxes 
In the Uniform Methodology 



Reported Total Income Percentage of Income as Allowance 

for Computation Purposes for State Income and Other Taxes 



$ 



0 - $5,999 



lOZ 



6,000 - 9,999 



9 



10,000 or more 



8 



Similar to the tdlowance made by the CSS, an tdlowance is made in 
the uniform standard for provision of unusually high medical and dental 
expenses. In an effort to enhance the accuracy of the information re- 
ported, the uniform methodology uses those medical and dental expenses 
(excluding medical insurance) allowable as a deduction ' for federal 
income tax purposes, which are any expenses over 3 percent of family 
income. Since provision for the basic medical expenses (including 
medical insurance) of families is made in the Minimum Standard Allowance, 
medical expenses that exceed 3 percent of family income more closely 
approximate unusual or extraordinary expenses to a family. 

In the uniform methodology, special allowances are also given for 
extraordinary expenses that are not normal expenses of family life and 
reduce a family's usable income. The allowable expenses in this cate- 
gory are those for casutdty or theft; they are unforeseen and not a 
result of exercising consumer choice. Again, in order to retain the 
reliability of the information reported and to minimize confusion about 
the terminology of "unusual expenses," the uniform methodology uses 
those deductions for casualty and theft losses as defined and allowed 
for federal income tax purposes. 



59 



56 



In the development of the uniform methodology, emphasis was placed 
on simplicity, reliability of information, and horizontal and vertical 
equity. The provision for allowances for extraordinary expenses in the 
centralized processing system was delimited to prevent value judgments 
from being made by persons other than aid administrators. It is more 
properly the role of financial aid administrators to consider individual 
family circumstances and asceruain the appropriateness of additional 
allowances for other unusual family expenses or debts. 

It should be noted that neither emergency expenses nor allowances 
for indebtedness against income occur with any degree of frequency in 
the applications of those filing a Parents' Confidential Statement. 
To eliminate these completely results in the percentages of cases in which 
the parental contribution is affected showii in Table 2. 

Table 2: Changes i!i Parental Contribution Resulting if No Allowance 
Is Made cor Emereencv or Indebtedness Exper ^s es 

Percentage of Cases in Which Parental 
Contribution Is Affected 



Net 


Income 


Emereencv Expenses 




Indebtedness 


0 


<$100 


>$100 


0 


<$100 


>$100 


> 0 


- $ A, 999 


98.0Z 


1.8% 


.2% 


99.^% 


.12 


.0% 


5,000 


- 9,999 


85.3 


13.0 


1.7 


y8. 7 


;ci 


.2 


10,000 


- 1A,999 


84.2 


13.2 


2.6 


9*;. 9 


.6 


.5 


15,000 


- 19,999 


C7.5 


9.1 


3.4 


99.3! 


.3 


.4 


20,000 


- 24,999 


87.0 ' 


8.0 


5.0 


99.4 


. 2 


.4 


25,000 


or more 


86.3 


6.3 


7.4 


^;:.3 


.1 


.6 
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In view of the relatively small number of cases where contributions 
would be affected by $100 or more (less than 3 percent of those claiming 
emergency expenses and less than 3/10 percent of those with an 
Indebtedness allowance), It seems that emergency expenses which fall 
oulslde the IRS casualty-theft rule are properly within the purview 
of the judgment of the Institutional financial aid administrator. 

In addition to these deductions, the uniform methodology provides 
employment allowance for those families In which there are either two 
working parents or a single parent. This allowance for two working 
parents Is 50 percent of the lesser Income or $1,500, whichever Is 
less; the same allowance Is made for the Income of a single parent. 
The allowance Is made In recognition of the additional expenses 
Incurred by two working parents for clothing, transportation, meals 
away from home, and In some cases, child care that are not Included In 
the BLS low budget standard which assumes only one wage earner. In the 
case of a single parent, the allowance provides for the added consumption 
expenditures In food, household operations, and In some cases, child 
care that are not part of the equivalent BLS low budget standard. 

In a modification of the CSS concept of a moderate level of llvll>g 
and Its utilization of a fixed dollar expenditure at the moderate Income 
level, the uniform methodology provides for a standardized allowance 
called the Minimum Standard Allowance (MSA). The MSA represents the 
cost of the basic necessities for all family members receiving over 
one~hal£ support from the family, excluding the applicant, and represents 
the point of zero contribution toward postsecondary educational expenses 




58 



ot Che student. The unlfom nethodology assumes that the student will 
not be part of the family unit for a period of nine months; consequently, 
no provision for his or her expenses during this period is included in 
the MSA. Use of the MSA, therefore, exempts from contribution the amount 
or income necessary to provide for the most basic expenses of the 
remaining family unit. The uniform methodology does not provide for a 
direct allowance against income in the case of dependents in the family 
other than dependent children. This is because the costs associated 
with these other dependent family members are provided for in the MSA. 

Table 3: Minimum Standard Allowance (MSA) 



Family Size MSA 

(Including Applicant) 197A~75 1975-76* 

2 $ 4.180 $ 4,600 

3 5,140 5,650 

4 6,430 7,070 

5 7,590 8,350 

6 8,550 9,400 

7 9,070 9.980 

8 9,580 10,540 

9 10,090 11,100 

10 10,610 11,670 

11 11,120 12,230 
12 11,640 12,800 



*1975-76 assumes 10 percent increase in CPI. 
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The MSAs in Table 3 are based, with certain adjustments, on the 
spring 1967 consumption cost estimates of the BLS for a family maintaining 
a low standard of living. Since a direct allowance, based on total 
income for computation purposes, is made for state income and local 
property, sales, and gasoline taxes in the uniform methodology, all 
such taxes that were a part of the BLS low budget standard have been 
subtracted. In addition, since the MSA represents the basic expenses 
required by the family unit remaining in the household, that portion 
of the standard representative of the applicant's basic living expenses 
for a nine-month period were also deducted. The remaining BLS low 
budget consumption costs were adjusted for estimated changes in the 
CPI through December 1975, and to provide for families of differing 
sizes by using the BLS equivalency scales. The derivation of the MSA 
for a two-parent, two-child family is illustrated in Table ^. 

The BLS equivalency scale used in the derivation of the MSAs 
in Table 3 was based on age distribution appropriate for parents and 
students in the undergraduate years. When the uniform methodology is 
used to measure parental ability to contribute toward the educational 
costs of postbaccalaureate study in graduate or professional schools, 
these MSAs are increased by 5 percent in recognition of the higher 
consumption budgets implied by the BLS revised equivalency scale 
valued for household heads in the age group normally associated with 
pos tbaccalaureate s tudents . 

In the uniform methodology family size is determined by the number 
of family members receiving over one-half their support from the family. 
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$5,127 
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Table A: Derivation of Minimum Standard Allowance (MSA) for the Uniform 
Methodology for the Two- Pa rent. Two -Chi Id Family 

BLS Low Budget Consumption Expenditures: 

Consumption costs $4,862 

Other costs 265 
Less Estimated Taxes: 

Housing $ 406 

Gasoline 54 

Sales 67 
Less Costs Associated with Child: 

Clothing $ 130 

Personal care 40 

Other consumption 55 

Food 390 

$ 615 

Amount for 9 months (.75 x 615) 
Adjusted BLS Consumption Costs, 1967 
CPI 1967 through 12/74 



$4,600 



$4,140 

xl.554 
$6,430* 



^Rounded off to nearest 10. 



This family-member concept eliminates the use of an arbitrary allowance 
for dependents other than children, and the dollar level it represents 
(differing by family size) Is a more current approximation of the expen- 
ditures In dollars and In kind that the family is providing for other 
dependents . 
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Thus, froB the total family income (taxable and nontaxable) are 

subtracted federal income and social security taxes, an allowance for 

state income and local property » sales, and gasoline taxes, certain 

allowable deductions > an enployiaent allowance (if applicable) » and 

an appropriate standard allowance based on family size* The remainder 

is considered to be "available income" and is available to the family 

for supplementation of the MSA and a variety of other discretionary 

purposes, one of which is assumed to be the provision of expenses of 

the applicant while attending a postsecondary educational institution* 

The calculation of available income in the unifozm methodology 

can be illustrated as follows: 

Taxable wages, salaries, tips, and other employee compensation 
of parent or parents 
-f Dividends 
+ Interest 

+ Income other than wages, dividends, and interest 

" Adjustments to income (sick pay, moving expensest business 

expenses, etc.) 

*" Total taxable income (adjusted gross income for year preceding 

academic year) 

•f Nontaxable income for year preceding academic year 

" Total income for computation purposes 

- U.S. income and social security taxes 
' Allowance for state and other taxes 

- Deductions allowable for tax purposes on the basis of medical/ 

dental expenses (excluding insurance premiums) 

- Deductions allowable for tax purposes on the basis of casualty 

and theft losses 

- Employment allowance (if appropriate) 

- Appropriate minimum standard allowance 

*• Available income for supplemental and discretionary purposes 

It is from the available income of the family. If any^ that support 
is expected toward the expenses of the student while attending a post- 
secondary educational institution. When the family income is insufficient 
to provide a minimum standard level of living for the family members and 

65 



62 



Che student , the family has a "negative available income," and the 
student's need will be greater than the institution's standard student 
expense budget. 

Parental Contribution fron Assets 

Since assets contribute to the financial strength of the family, it 
is important to include them when assessing Che family's ability to pay 
for pos tsecondary education. A strong net assets position indicates 
greater capacity to finance pos tsecondary expenses out of current income 
and greater access to financial resources in general. The assessment 
of assets determines the family's ability to contribute more (or less) 
from its income. 

In general, the uniform methodology assesses the expected contri- 
bution toward the cost of attending a posCsecondary institution on the 
basis of the total financial strength of the family as evaluated by 
the interaction of income and asset levels. It is generally recognized 
that the possession of assets gives greater total financial strength 
than income alone. Therefore, the family with small income and large 
assets may have the same relative financial strength as another family 
with a higher income but fever or no assets. 

The uniform methodology measures the financial strength provided 
by various comblnatiot;s of income and assets by determining the potential 
supplementary income that would be expected from a given value of assets. 
Since assets generally have been accumulated by deferring the purchase 
of goods and services from income in the past, the assets can be considere 
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available to supplement the purchase of goods and services from income 
in the present and future. The uniform methodology assumes that this 
supplement to current family income from assets is prorated over the 
expected lifetime of the major wage-earning parent. Although families 
may not convert their assets according to this formula, the technique 
serves to group together families with approximately the same financial 
strength when both income and assets are considered. 

In general the uniform methodology for determining parental ability 
to pay follows the same procedures as the CSS system in determining 
discretionary net worth. Discretionary net worth in the CSS system 
has been the value of assets after the allowance of a provision for 
retirement and indebtedness. The standard items to be considered as 
assets in the proposed system are: 

1. Residence equity 

2. Other real estate equity 

3. Other investments 
A. Cash assets 



Adjusted business/ farm net worth, determined 
according to the following formula: 



Net Worth 



Adjustment Rate 



1 - $ 20,000 



A0% of net worth 



20,001 - 



60,000 



$8,000 plus 50% of excess over $20,000 
$28,000 plus 60% of excess over $60,000 
$52,000 plus 100% of excess over $100,000 



60,001 - 100,000 



100,001 or more 
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In those cases in vhlch a farm or business is the principle source 
of family income, a portion of the assets of that farm or business should 
be protecCsd to avoid endangering its income-producing ability. The 
uniform methodology reccsnizes this by allocating increasing shares of 
net worth of a farm or business toward educational costs in accordance 
vith the above formula. 

The uniform methodology, as in the CSS system, takes into consideration 
lndebtcdi;ess for past nondiscretionary expenditures; it does not take 
into consideration the value of consumer goods as assets, nor does it 
consider outstanding loans or debts incurred in connection with purchases 
of such durable consumer goods as automobiles, household furnishings, 
and appliances. 

The uniform methodology recognizes that all family assets are not 
available for the payment of postsecondary educational costs but rather 
have been accumulated for a variety of purposes including emergencies, 
future consumption, and eventual retirement. In order to. provide an 
allowance that recognizes differences in family situations due to age, 
family type, and changes In the economy and yet is not subject to 
arbitrary or pragmatic decisions regarding the size of the allowance to 
be made, the uniform methodology follows the procedures adopted by the 
CSS in 1965. 

In essence the dolj.ar allowance against net assets is determined 
ty the additional income required to provide the difference in the 1967 
BLS moderate income level for a retired couple or individual (updated 
on the basis of changes in the CPI) and the current average social 
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security benefits for a similar family. It Is assumed that future 
Increases In Inflation will be offset by changes In the future benefit 
levels so that use of current average benefits and budget needs serves 
as a relatively good proxy. The additional Income required to provide 
for the difference In the current moderate level of retirement Income 
for a couple ($6,080) and the average current social security benefits 
for a retired couple ($4,220) Is $1,860. The uniform methodology 
provides, as an allowance against assets, the amount that might be 
demanded as a single payment by a commercial insurance company at dif- 
fering ages of the primary working parent In return for the payment of 
such annuity (excluding dividends. If any) per year beginning at age 65 

Aj>ilowances for single-parent families are derived In a similar manner. 

Retirement reserve allowances for selected ages and family types under 

the unlfom.' methodology are Illustrated in Table 5, 



Table S; Retirement Reserve Allowance 
Under the Uniform Hethodolof^ y 



Age of Major 
Wag e-EamlnR Parent 


Two-Parent 
Family 


One-Parent 
Family 


40 - 44 


$ 9,200 


$11,400 


45 - 49 


10,600 


13,100 


50 - 54 


12,500 


15,300 


55 - 59 


15,000 


18,100 


60 - 64 


18,600 


22,000 


65 and over 


21.600 


25.200 
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Under che uniforn methodology, Che allowance made prior co considering 
Che amounc of assecs available Co help meec poscsecondary educadunal 
coses will change only in reladon co che difference becwoen BLS escimaces 
of che moderace income levels required for a parcicular fanily cype and 
Che average social securlcy beneflcs Chen being paid. When che average 
social securlcy benefic Increases ac a greacer race Chan che CPI, che 
rcdremenc reserve allowance will decrease. On che ocher hand, when 
che CPI Increases ac a greater race Chan che average social securlcy 
beneflcs Chen being paid, che allowances will Increase. 

Afcer provision againsc nec worch has been made for an approprlace 
reclremenc reserve allowance, che family's remaining assecs are considered 
dlscredonary . 

It is from che "discreclonary i:ec worch*' of che family chac che 
addldonal financial strength generated by assets Is measured. Discretionary 
net worth represents the portion of family net worth above that required 
to provide a moderate level of retirement Income and Is consldie'^4 
available for the family to use In supplementing Income at present and 
in the future. 

The purpose of the Income supplement Is to t&V'.s account of che 
conCrlbuClon Chat discretionary net worth makes Co a family's ablllcy 
Co pay for goods and services out of current Income. The percencage 
of discreclonary nec worth that Is assumed by the uniform methodology 
CO be converCed to an annual supplementary Income flow Is 12 percenC. 
This is a sllghcly different procedure from Chat used by the CSS where 
the conversion ratio varies by age and sex of the head of household. 
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The varying ratios used by the CSS were a function of mortality tables, 
years of working life, and interest rates in the economy. In the current 
complex economic situation, some of the underlying variables have lost 
the stability that previously reconimended their use. 

In order to provide equity in those cases where family assets 
are below the uniform methodology allowance levels and available income 
is less than $4,000 (an income level approximating the moderate budget 
level) , the system provides an allowance against income at the rate 
of 6 percent of the discretionary net worth. Because families with 
assets need to be "protected" to the extent of their retirement needs, 
similar income families without such assets should also hj^ve a portion 
of their income protected for future retirement needs. This methodology 
is similar in concept to the current IRS regulation that allows for 
reduction In income for federal income tax purposes if the amount 
subtracted is devoted to future retirement needs. The rate of 6 percent 
was chosen as an appropriate approximation of the annual rate of saving 
that would be required to achieve the necessary additional assets 
given the average age of parents seeking financial assistance for their 
children. Where available income is greater than $4,000, families 
are considered to have sufficient discretionary income to provide for 
such future needs and no allowance is made. 

Expected Parental Contribution from Adjusted Available Income 

The final step before determining the amount parents can reasonably 

be expected to contribute toward meeting educational expenses Is to 
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determine Che "adjusted available income" of the family. Adjusted 
available income is the available income plus the income supplement 
from discretionary net worth. The adjusted available income reflects 
the economic strength of the family resulting from a combination of 
its income and assets. Contribution toward educational expenses is 
derived from this amount. 

As stated earlier the CSS system is based on the concept of the 
BLS moderate standard with a specific dollar expectation attached to 
that standard for the continued support of a child attending an insti- 
tution of postsecondary education. Both the moderate standard and the 
low standard have served as reference points in the CSS system for 
determining the ability of parents to contribute to the costs of post- 
secondary education. At the lower budget standard a zero contribution 
is expected, and at the moderate level a 'contribution of $900 is 
expected. Under the uniform uiethodology the MSA serves as the point 
at which a zero contribution results. Income above that level is con- 
sidered to be available income that can be utilized for provision of 
basic support of the applicant and for supplementary and discretionary 
purposes. 

Since available income represents money available for supplementary 
and discretionary purposes, the question remains: What portion should 
be expected to be put toward the total postsecondary educational 
expenses? The existing national services (CSS and ACT) have approached 
this question by applying progressive tax theory to need analysis. 
Given the concept of a basic minimum standard, income over the MSA 
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level can be considered available for a variety of purposes. Economists 
have demons crated chaC as the amount of money available to the family 
for discretionary purposes increases, the ratio of basic consumption 
expenditures to total income decreases. Thus, as income increases, 
a larger percentage of income may be taxed with less effect on the support 
of the family. The uniform methodology uses the taxation rate schedule 
in Table 6 for estimating the ability of the family to contribute 
toward educational costs from adjusted available income. 

Table 6; Adjusted Available Income Taxation Rate Schedule 



Adjusted Available Income (AAI) Taxation Rates 



Less than 


$(3,200) 


$(700) 












$(3,200) - 


4,000 


22% 












4,001 - 


5,000 


880 plus 


25% 


of 


AAI 


over 


$4,000 


5,001 - 


6,000 


1,130 plus 


29% 


of 


AAI 


over 


$5,000 


6,001 - 


7,000 


1,420 plus 


34% 


of 


AAI 


over 


$6 ,000 


7,001 - 


8,000 


1,760 plus 


40% 


of 


AAI 


over 


$7,000 


8.001 or 


more 


2.160 plus 


47% 


of 


AAI 


over 


$8^000 



These rates have been developed to approximate the expected parental 
contribution used by the national services for the 1974-75 processing 
year. Adjustments for future changes in the cost of living will be 
reflected by changes in the MSA. The taxation rates would remain 
unaffected as they apply to adjusted available income so that any 
given level of adjusted available income will have the same dollar con- 
tribution from year to year. Changes in the rates of taxation would 
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only cake pla^e whtn fur Mmental changes occur in the underlying ability 
of parents to contribute toward pos tsecondary educational costs. 

Treatment of Famllips with More Thar, ( n i Member Attending P os t secondary 
Institutions 

Basic to any system for measuring parental ability to pay for post- 
secondary education is the special provision that should be made ioc 
families with more than one member attending <it one time. Atj extremely 
pure ability- to-pay view would call fo:: parental contribution tc be 
independent of the number of family niembers simultaneously attending 
pos tsecondary institution^ at least half-tir.s and be determined only 
by the measure of parental resources. Given recent history, such 
a pure approach is probably difficult to specify and implement and is 
not necessarily the most desirable. The concept of equity can accommodate 
a benefit element: Families whose members absorb more of the output 
of higher education may, with fairness, be expected to contribute more 
out of a given level of resources. The problem is to determine how 
much more they should contribute. 

In its report, "New Approaches to Student Financial Aid," the 
Cartter Panel found that current need analysis procedures showed 
substantial favoritism toward parents with multiple siblings in college 
and suggested that a reasonable reduction in this favoritism could 
be achieved. In its final report, the Panel recommended that "an 
appropriate technique be devised to provide for some reduction in the 
contribution when a second or third child is simultaneously in college, 
without producing the excessive favoritism now shown to parents of 
children whose college years overlap." 
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The uniform methodology recognizes that a family with more than 
one member attending a postsecondary institution should contribute 
a greater amount from a given level of resources than, a family with 
only one member in attendance. This methodology is set forth in Table 
7. 

Table 7: The Uniform Methodology for Determining Parental Contribution When 
More Than One Fam ily Member Is Attending a Postsecondary Institution 

Contribution Per Family Contribution for 

Number of Postsecondary Student as a Percent All Students as a Percent 
Students in Attendance of Standard Contribution of Standard Contribution 

1 100% lOOZ 

2 70 140 

3 60 180 
4 or more 50 2004- 

Meaciurlng Stude nt Resources for Postsecondary Educational Expenses 
The national financial need analysis systems have from their inception 
incorporated the basic principle that the student has an obligation 
to assume a responsibility for a portion of the cost of his education. 
This obligation is reflected through a systematic expectation of con- 
tributions from a student's own savings and employment income. This 
principle is also basic to the uniform methodology, which expects 
the student to make some contribution from summer earnings, previous 
savings, and other resources such as social security, veterans, and 
war orphan benefits. 
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Expectation from Summer Savings 



Table 8 lists the standard summer savings expected from dependent 



students by the uniform methodology. 



Table 8; Standard Summer Savings Expectation 



Student Status 



Expected Contribution 



Prefreshman (first year) 



$500 



Presophomore (second year) 



600 



Prejunlor (third year) 



700 



Presenlor (fourth year) 



700 



The standard summer savings expectation serves primarily as a 
guideline to what the student's responsibility toward his or her own 
education should be. Because of the aid administrator's knowledge 
of local conditions, he or she will be better able to judge the oppor- 
tunities for employment and hourly earning*;, which will vary considerably 
between geographic regions and even by size of city. In addition, 
it may be Impossible for a student to obtain summer timploymtT.fc because 
of illness, academic scheduling, or other factors. The financial aid 
administrator should be prepared In such cases to assist the student 
meet the self-help obligation through employment during the school 
year or loans. In recognition of these factors, the CSS national standard 
provides an institutional option in the treatment of summer saving 
expectations. 
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Student Assets 

In Che case of a student who may be considered dependent on his or her 
parents, the calculation of contribution from the student's assets 
is achieved in the following manner: 
Total assets of student 

Indebtedness of studen t (excluding educational and cons umer debts) 
"Net worth " ^ 

Emergency allowance ($500 per family member [other than the 
— applicant! dependen t on the student for support) 

Discrpr*lonfirv n o h 



= Discretionary net worth 

X Asset taxation rate of 35 percent 

»» Contribution from dependent student's assets 



Other Student Resources 

In the uniform methodology, social security benefits which continue 
to paid on behalf of a student over the age of 18 enrolled in a 
postsecondary educational institution are treated as part of family 
income or as a student resource depending on the level of the family's 
adjusted available income. 

It should be noted chat from the point of view of the Social 
Security Administration, the student benefit is not a form of student 
aid. vniile the term "student benefit" derives from one of the four 
conditions for entitlement — full-time school attendance — it .!oe3 
not describe the intent of the program nor the reason for which the 
benefit is paid. That intent and reason are found in the basic condition 
for entitlement: The student is a dependent child of a worker whose 
earnings are lost due to death, disability, or retirement. Lost earnings 
are replaced by benefits which are paid in portion to the dependent 
.members of the worker's family. The student child is deemed dependent 
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since full-time school attendance is assumed to preclude self-support 
through employment. 

* The uniform methodology recognizes that the contribution to family 
expenses that such benefits covered prior to the student's 18th birthday 
continue while the student is pursuing postsecondary educational 
opportunities. UTiere the family income is low, all social security 
benefits are considered part of family income in determining the expected 
parental contribution toward postsecondary educational costs. However, 
when family income is above the equivalent moderate standard of living, 
it is assumed that sufficient income is available from resources other 
than the student's share of social security payments to meet the continuing 
expenses of the family and that all of the student's share of the social 
security payment is available to meet the student's expenses at a 
postsecondary institution. 

Table 9 illustrates the allocation of that portion of the social 
security benefits attributable to the continued dependency of the 
student, as a portion of family income or as a direct student resource. 

Veteran and War Orphan Benefits 

Benefits provided through federal and state programs dealing with 
veterans and their dependents (educational benefits for veterans, war 
orphan benefits, etc.) are considered to be available for educational 
expenses at a 100 percent rate. These are specifically student benefits 
and are made available to meet the specific costs of postsecondary 
education. Their inclusion as a part of student resources continues 
to be appropriate. 
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Table 9: Allocation of Student Benefit Payments 
as a Family or Student Resource 

Percentage of Student 
Adjusted Available Benefit Payments Allocated as; 
Income Family Resource Student Resource 



Less than $400 


lOOX 


OX 


$ 400 - $ 799 


90 


10 


800 - 1,199 


80 


20 


1,200 - 1,599 


70 


30 


1,600 - 1,999 


60 


40 


2,000 - 2,399 


50 


50 


2,400 - 2,799 


40 


60 


2,800 - 3,199 


30 


70 


3.200 - 3,599 


20 


80 


3,600 - 3,999 


10 


90 


4.000 or more 


0 


100 



Total Family Contribution 

The final step in the uniform methodology is to add together the parental 
contribution and the contribution from the student. This generates the 
total family contribution, which is used in determining a student's needs 
by subtracting it from the appropriate institutional budget. 
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PART II; MEASURING SELF-SUPPORTING STUDENTS' ABILITY TO 1>AY 
In concrasc Co Che lieCailed m6Chodology and rationale; Chat has evolved 
over Che lasC 20 years in the measuremenC of parent:U ;ibilicy to pay 
poscsecondary educational cosCs, the measuremenC of self-suppoccin^ 
students* ability to pay is of comparatively recenC origin. The uniform 
mechodology is based on the widely accepted principles that are currently 
being uCilized in the national need analysis services. In general Che 
mechodology is concerned wich the measuremenC of CoCal sCudent resources 
ChaC will be available Co meeC Che educaCional and living expenses during 
Che period ChaC he is seeking assisCance. Since a self-supporcing sCudent, 
by definition, must provide for his own subsistence and oCher e^cpenses 
boch within and without the academic period, the unifolm methodology 
measures the resources available to the student based on the estimated 
income from all sources for a 12-month period. 

Concept of Available Income 

The uniform methodology utilizes the concept of "available income" in its 
procedures for measuring the resources available to the self-supporting 
scudenc. Available income, in Chis case, is defined as Chat income 
available to the ?::udent for meeting living and educational costs after 
allowances have been made against the total estimated resources for the 
following expenses: 

1. U.S. income and FICA taxes 

2. State inconc tax 

3. Employment allovance (if appropriate) 
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An allowance is made for federal income and PICA taxes because these 
taxes are mandatory and will vary depending on the amount of income earned 
and the number of employed persons within the family unit. For estimates 
of the federal' tax payment, a standard income tax is computed, assuming 
the appropriate standard deduction and number of exemptions in the family 
unit. The estimated social security taxes are developed by multiplying 
the applicant's and spouse's (if appropriate) income from wages , salaries, 
and tips by the current PICA tax (5.85 percent) to a maximum allowance of 
$820 for each working spouse. 

In addition to the allowance for federal taxes, the uniform methodology 
makes an appropriate allowance for state income taxes for students residing 
in one of the states assessing such taxes by using the appropriate tax 
computation schedule and assuming standard deductions. 

An employment allowance is made in the uniform methodology for a 
student whose husband or wife is employ^*^^!. This allowance is meant to 
adjust the total income for the additional expenses incurred by families 
that do not have the advantage of a nonemployed spouse. This allowance 
is 50 percent of the spouse's estimated income from wages, salaries, and 
tips, or $1,500, whichever is less. 

After these allowances are made, the remaining taxable income is 
added to the applicant's other nontaxable income, resources, and benefits. 
The total is the available income to meet the student's living and 
educational expenses in the forthcoming year. 

The calculation of the available Income in the uniform methodology 
can be illustrated as follows: 
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Applicant's escimaced wages, salaries, and tips 
+ Spouse's escimaced wages, salaries, and dps 

+ ocher caxable incornc' 

= Tocal caxable income for compucacion purposes 

- U.S. incoTse caxes Co be paid 

- PICA caxes Co be paid 

- Scace incoce caxes co be paid (if applicable) 

- Employraenc allowance (if appropriate) 

+ Escimaced financial assiscance from applicanc's parencs 
+ Escimaced financial assiscance from spouse's parencs 

•f Ocher noncaxable income and benefics 

*• Available income 



Self-Supporcing Scudenc's Concribucion from Assecs 

Since assecs also concrlbuce co che financial screngch of che applicanc, 
ic is impoicanc co include Chen in assessing che applicanc's ability Co 
pay for poscsecondary educacion. The uniform mechodology assumes chat 
scudencs who are self-supporcing and who have subscancial assecs have 
decided chac educacion is che mosc imporcanc expendicure chac chey can 
make. Therefore, ic is reasonable co expecc chac a significanc porcion 
of cheir assecs will b& made available co meec educacional coses, and 
che uniform mechodology expeccs che single self-supporcing scudenc Co 
commie a significanc porcion of his or her assecs co help meec educacional 
and basic living expenses. As scudencs concinue beyond undergraduace 
educacion and assume family responsibllicy , ic is imporcanc co procecc 
a porcion of cheir assecs, and che uniform mechodology would expecc a 
decreasing amounc from che scudenc's nec assecs as che applicanc *s age 
and family responsibilicies Increase. An emergency allowance of $500 per 
family member is also allowed in che uniform mechodology for each family 
member ocher Chan the applic£.nt. 

In general the uniform nechodology for self-supporting students 
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follows the same procedure in arriving ac che conCribuCion from assets 
as does the uniform methodology for dependent students. 

Calculation of this income supplement in the uniform methodology 
can be illustrated as follows: 
Home equity 

+ Net value of investments and other real estate 
+ Total cash, checkmp. and savings accounts 
+ Adjusted net worth 2: b'jsiness/f arm 

~ Other debts (excluding education and consumer debts) 

* Net worth for computation 

~ Emergency allowance ($500 per family member other than the applicant) 
» Discretionary net worth 
X Asset taxation rate: 





Aj^e 


Rate 


25 


and under 


.35 


26 


- 30 


.30 


31 


- 35 


.25 


36 


- 39 


.20 


AO 


and over 


.12 



(same as for parents) 



" Self-supporting student^s income supplement 
The income supplement is then adi«d to the sdlf-supporting student's 
available income to equal the "adjusted available resources." 

National Budget Standard 

Since the adjusted available resources are the total funds considered 
available to the student to meet his living and educational costs during 
the forthcoming year, an estimate of the consumption portion of the 
student's expenses must be provided in order to determine the amount of 
student resources available to meet direct educational costs (tuition, 
iees, books, and supplies). 

The uniform methodology provides a national budget standard, the 
Independent Student Allowance (ISA), based on the 1967 BLS moderate 
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budget level consumption expenditures, updated b'j- 'J.':fc?igea in the CPI, 
and adjusted for age and family size dif f erencos , The ISA contrasts 
with the MSA, which is based on the BLS low budget level consumption 
expenditures. Since 100 percent of the resources available to the 
student are considered available for the payxaent of living costs and 
educational costs, it is imporcant that adequate provision be made for 
living costs. In contrast, estimates of parental ability to pay direct 
educational costs fosr dependent children ard some fraction less than 
100 percent. Consequently supplemental funds %re available to the 
faoily to supplement the MSA based on the BLS low budget estimates. 

The I'^ represents the basic expenses required by the applicant 
and/or his or her faaily for a 12-monCh period. Tlift. ISt' > ... /oderate 
budget consumption expenditures, adjusted for estima; • in the 

CPI through December 1975» and <ipproprial;e family chat^^^ - • .. ' C3 are 
shown in Table 10. 



Table 10; Independf:int Student Allowance (ISA) 



Family Size 


3 Months + 


9 Months « 


12 Months 


Single 


$ 1.070 


$ 3,230 


$ A, 300 


Married 


1,500 


^.530 


6.030 


harried, 1 child 


1,890 


5,730 


7,620 


Married, 2 children 


2,200 


^,670 


8,870 


Married, 3 children 


2,9iiO 


8,890 


11.830 



Ths difference between the ISA fmd the adjusted available resources 
equals the student's contribution available to meet out-of-pocket direct 
educational costs for tuition, f.&en, books, and. supplies and from which 
e8timr;t:es of the applicant's flnanclj*! need would be uniformly measured. 
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The results of the accompanying Parents' Confidential Statement cases, taken 
from CSS Need Analysis; Theory and Computation Procedures (1974 edition), 
produce considerable differences in need analysis results when su&jected to 
the Uniform Methodolony, the Basic Educational Opporturritv Grant "system," 
and the Income Tax "method." 

The following Is a summary of parental contributions dyrermined by the three, 
systems for each of the cases. In each instance the piV r»»',tal contribution 
is for one child in postsecondary education. The differences in the systems' 
approach to student resources is reflected in the summary us well. 

Daniel Susan Mary Jessie Janice Michael 
Student: Pierce Corner Brown Hendricks Riqby Wakefield 

Parents' Income 16,355 18,400 12,425 4,886 12,600 23,500 

Parents' Net Worth 0 31,958 16,635 31.200*(F) 47,50a*(B) 47,281*(B) 

Number in Household 3 5 5 8 5 5 

Parents' Contribution 

Uniform 

Methodology 773 1,422 1 -700 363 4,036 

Basic Grants 

Method 2,182 2,857 871 0 1.840 4.249 

Income Tax 

Method 1,450 3.219 1,311 1.060 2.883 5,296 

Student's Income 
Contribution 



Uniform 

Methodology 700 500 500 500 700 500 

basic Grants 



Income Tax 
Method 



Studf:-! : 5 Benefits/ 
Asser. Covitribution 

U'-iform 

Methodology 2,005 114 140 210 0 1.855 

Basic Grants 39 107 132 198 1,749 

Income Tax 
Method 
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♦Business (B) or Farm (f) caiie. 
farm. 



Net worth includes full value of business 



As can be seen ^'"^ 
However, parti ci - - 
U.S. Commission' 
business or farm 
not accomodated ' 
on treatmcv.t of 
does not pro 'de 
Tax method s .* 



,e ti'o'ie^ 'ifariance in outcome is marked in all instances. 
•"jtVceable are differences in areas net addressed by the 
; ucation's proposed regulations — tf?a treatment of 
: , adjustments to income allowed in che regulations but 
Cher the Basic Grants or Income Tax methods, and variations 
.t resources. On the latter point, the Basic Grants method 
I hr\ expectation from the student's own income; and the Income 
jly of "consideration" of student's income and assets. 
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Basic Guants Tuainino Project, 
WunhinfjtOH, Sci)tcminr 2, Wto. 

Ml: I'KTKU K. r. Vonii. 

Divinion of Umw and Sttitr ^^tutlvnt Grantu, 

Wanhiiifjton, D.V. 

Dh-AU Pktku: TliL* fallowing ronimt'iits/suggostioiiB are ofCi?rod to the Proposed 
Rules for Uasie Ciniiits iniljlisheil in Feilerul Kegister, Vol. 40, No. 158, August 
14, IDTH. 

15)0.33— Till. s i»ira graph needs "tightening'' to avoid the situation where high- 
iniDnu* <Iivi>n-oil parents r-L'port inily thi* \\ifi>V nlinuMiyA'hlhl support in conn? 
and tln*reb,v ohtnin eligihllity for a Busie Grant. As a niiniuiuui, it shonUl clearly 
slali* th;ii I'iireni.s who I'lainjs tlii» i-hilil a.^ an Ini-onie tax exenipliou nni.st report 
In. s/ her Ineoiue on the applieaticui. 

I00.3r)— Tlie a.^set re.'^erve of iplli.uOO is inadeqnate when assets consists solely 
of hi>nu« equity. Property valne.s are badly inllated hut rather than more asset 
.stn'n«th it usually nieans only liigher property taxes. A minimum of {plS.OOO 
hon.^<? i'j]nity .^;honld be estabii.*<lied. 

11U).43 — Then- is no indepeuih-iit self-supporting .student earning a living at a 
r ist of ."jil.ono I'm- tlie year. Tin* proi'e.ss looks at previous year's income — In 
order to earn that a car is a necessity in ahno.st every instance yet the sy.steui's 
total allowance ilocs nor even cover transportation. There is no way, no place, 
no how, that a self-supporting imli vidua 1 can live on $1,050 per year. To correct 
tills hie<iuity, a self-supporting stuilent should be entitled to the $1500 ^uiploy- 
nient oft set In nldition to tin* present off .set of $1,050. 
Sinner 

V. JKKOME CUNMNOIIAM. 

Hnaiy*- Orunt Primary Trainer, Conm< 'rut. 



i;.vn'KD St.\tes Sknate. 

rcJM.MriTKK ON L.\HOU .\M» PCHLIC AVeI.KARK. 

October 2S. J97o, 

lion. TKUuiir. II. Bku^ 

Comniift.^ioncr of EilunUUtu. O^firr of ICiliirfifioii, Depart tncnt of )feaUh, Eiiu- 
r.ution, ami M'elfarv. WiiMhiui/ton. D.V. 

DK.Mt Mr. Co.MMissro.vivit : Dr. Jolni 1). Phillips. Acting Deputy Connni.s.sioner 
for Postsecondary I*!dnfation. appi'ared before the Subcommittee on Kducatlon 
on .Septemlu'r 11th to I'X plain the changes yon propi>se to nnike in the Family 
Coiuribntion SehiMlulr- fin* tlu' liii.-ir- Kducathaial f Opportunity Grant Program. 

We ari' I'Xt namely pleased that y»>u an? .seeking to nu'ke the Schedule more 
efpiitabU' with n>;ranl to the family aV/.i^ <if:*scM. the tre.iiaient of a.^sots aad ex- 
clusion of a pi>rtion i>f farm and small business assets. These changes should 
have a sigaiticant inii):n-t toward making the Basic Grant Program more re- 
siM»n.^ive to the needs of tin* stndiMits it was inteudi'd to .^erve. 

We iM'lieve that tlu* i-han;:es yim have naule in the Fandly Contribution Sclied- 
ule iii.-iUe it ai*i-i'ptabh* to rlit» Snbe^jnuuittee r,n Kdneaiion. This letter will serve 
as nflielal notice that tlu' Snbi-onuuittee does not plan to di.sapprove the S(4iednle. 
Wo hope that this will he sullicieiit to allow yoii to imidement the new Schedule 
as sooii as possible ami to di.^seminati* inionnrt^on ou next year's program ex- 
peilitiously in ordiu* to assure tiiar I'Very eliglbl 'idr?!it receives tlie grant to 
which he or slu' Is entltU'd. 
Sim-ercly. 

d^viHOBNE Pell. 
Chairman, i^uhct- tmittcc on IJditcation. 

.7. ui.KN.v Bfaij.. Jr.. 
h'ankint/ Ml nitrify Member, .^rtheommittee on Eii neat ion. 
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